NEW | SSUE—Issued in Book—Entry Only Form Ratings: Moody’s “Aaa”; S& P “AAA” (FSA Insured)
See“MISCELLANEOUS—Bond Ratings’ and “CREDIT ENHANCEMENT” herein.

Subject to compliance by the Authority and the Sate with certain covenants, in the opinion of Bond Counsel, under present law, interest on the
1999A Bonds, is not includible in gross income of the owners thereof for federal income tax purposes and is not included as an item of tax preference
in computing the federal alternative minimum tax for individuals and corporations, but such interest is taken into account in computing an adjustment
used in determining the federal alternative minimum tax for certain corporations. In the opinion of Bond Counsel, under existing laws of the State of
Utah as presently enacted and construed, interest on the 1999A Bonds is exempt from taxes imposed by the Utah Individual Income Tax Act. See“ LE-
GAL MATTERS—Tax Exemption” herein for more complete discussion.

State of Utah, State Building Ownership Authority
$9,455,000 L ease Revenue Bonds (State FacilitiesMaster L ease Program), Series 1999A

payable from annually renewable lease payments to be made by the

State of Utah

pursuant to a State FacilitiesMaster L ease Agreement, as amended and supplemented (the“Lease”)

The 1999A Bonds are issued by the State of Utah, State Building Ownership Authority (the “Authority”), a body corporate and politic of the State of
Utah (the “ State™), are issuable only as fully registered bonds and, when initially issued, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the 1999A Bonds. Principal of and interest on the
1999A Bonds (interest payable May 15 and November 15 of each year, commencing May 15, 2000) are payable by First Security Bank, National Associa-
tion, Salt Lake City, Utah, as Paying Agent, to the registered owners thereof. See “THE 1999A BONDS—Book—Entry Only System” herein.

The 1999A Bonds are subject to optional redemption, mandatory sinking fund redemption, and extraordinary optional redemption (in the event of
damage to, or destruction or condemnation of the 1999A Facilities) prior to maturity. See “THE FACILITIES—The 1999A Facilities” and “THE
1999A BONDS—Redemption Provisions For The 1999A Bonds” herein.

The 1999A Bonds are being issued to finance a portion of the cost of the acquisition of real estate, and the acquisition, construction and equipping of
certain building facilities, and paying the costs associated with the issuance of the 1999A Bonds. The 1999A Bonds and certain Prior Parity Bonds previ-
ously issued by the Authority will be equally and ratably secured under the Indenture and the Mortgages on certain of the Facilities.

Under the Lease, the State has agreed to pay Base Rentals, as defined herein, which are sufficient to pay the principal of and interest on the
1999A Bonds and the Prior Parity Bonds, coming due in each year, but only if and to the extent that the State Legislature annually appropriates funds
sufficient to pay such Base Rentals plus such Additional Rentals as are necessary to operate and maintain the Facilities during each Renewal Term. The
L ease specifically provides that nothing therein shall be construed to require the State to appropriate moneys to pay the Base Rentals or Additional Rentals
(collectively, the “ Rentals’) under the Lease, and the State is not obligated to pay such Rentals except to the extent appropriated. Neither the obligation of
the State to pay such Rentals nor the obligation of the Authority to pay the 1999A Bonds will constitute or give rise to a debt, general obligation or liability
of, or a charge against the general credit or taxing power of, the State or any of its political subdivisions. The issuance of the 1999A Bonds does not di-
rectly or contingently obligate the State to pay any Rentals beyond those appropriated for the State's then current fiscal year. The Authority has no taxing
power.



The purchase of the 1999A Bonds involves certain investment risks which are discussed throughout this OFFICIAL STATEMENT. See “INTRODUC-
TION—Bondowners' Risks” herein.

The scheduled payment of principal of and interest on the 1999A Bonds when due will be guaranteed under an insurance policy to be issued concur-
rently with the delivery of the 1999A Bonds by FINANCIAL SECURITY ASSURANCE INC.

FESA.

Dated: August 1, 1999 Due: May 15, as shown below
$5,120,000 Serial Bonds
Due CUSIP Principal Interest Yield or Due CUSIP Principal Interest Yield or
May 15 917547 Amount Rate Price May 15 917547 Amount Rate Price
2001 ...ccciiiaeaannn LU 3 $ 55000 5.25% 420% | 2008.......cccc....... MB 4 $380,000  5.25% 4.90%
2002 ... LV 1 265,000 5.25 4.30 2009......cccceeennnnn. MC 2 405,000 5.25 5.00
2003 ..., LW 9 300,000 5.25 4.40 2010.....ccieeennnn. MDO 425,000 5.25 5.10
2004 ... LX 7 310,000 5.25 4.50 2011 ., ME 8 450,000 5.25 5.15
2005 .......cieaeiinnn LY 5 330,000 5.25 4.60 2012, MF 5 470,000 5.25 5.20
2006 .......uiaeannnn LZ 2 345,000 5.25 4.70 2013 MG 3 495,000 5.25 100.00
2007 ..cceeieeeeeanns MA 6 365,000 5.25 4.80 2014 ... MH 1 525,000 5.30 100.00

$4,335,000 5.50% Term Bond due May 15, 2021—Price 100.00% (cusip 917547 MQ 1)

(Accrued interest from August 1, 1999 to be added, if any.)

The 1999A Bonds were awarded pursuant to electronic competitive bidding held via the Bloomberg
Terminal service on Wednesday, August 4, 1999 as set forth in the OFFICIAL NOTICE OF BOND
SALE (dated July 1, 1999) to First Security Van Kasper, Salt Lake City, Utah, as Senior Manager; with
Prudential Securities Inc., Los Angeles, California, as Co-Manager; at a “true interest rate” of 5.40%.

Zions Bank Public Finance, Salt Lake City, Utah, acted as Financial Advisor.

This cover page contains certain information for quick reference only. It is not a summary of thisissue. Investors must
read the entire OFFICIAL STATEMENT to obtain information essential to the making of an informed investment decision. This
OFFICIAL STATEMENT isdated August 5, 1999, and the information contained herein speaks only as of that date.
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The following are definitions of certain terms from the Indenture and the Lease and summaries
or extracts of certain provisions of the Indenture, the L ease and the State Facilities Master Agency
Agreement. Reference is made to the Indenture, the Lease and the State Facilities Master Agency
Agreement for complete recita of their terms. During the period of the offering of the
1999A Bonds, copies of the Indenture and the L ease may be obtained from the chief contact per-
son of the State under “INTRODUCTION—Contact Persons” above. Subsequent to the offering
of the 1999A Bonds copies of the Indenture, the Lease and the State Facilities Master Agency
Agreement may be obtained from the Trustee.

DEFINITIONS OF CERTAIN TERMS

“Acquisition” (and other forms of the word “acquire”) shall have the same meaning as when
such termis used in the Act, including Section 63—9a-3(6) thereof, as amended from time to time.

“Act” shall mean the State Building Ownership Act, Chapter 9a, Title 63 of the Utah Code.

“Additional Bonds” shall mean additional parity Bonds authorized to be issued by the Issuer
pursuant to the terms and conditions of the Indenture.

“Additional Facilities’ shall mean any “facility” within the meaning of the Act, to be acquired or
constructed pursuant to the Act as provided in the L ease as supplemented and amended from time
to time by a Supplemental Lease.

“Additional Projects’ shall mean the undertaking by the Issuer, at the direction of the Lessee,
of the acquisition or construction of any Additional Facilities, as authorized by the Act and pursu-
ant to the Lease.

“Additional Rentals’ shall mean the amount or amounts payable by the L essee pursuant to the
Lease for the items described herein under “ THE L EASE—Rentals Payable—(b) Additional Rent-
als’ below.

“Agency Agreement” shall mean (a) that certain State Facilities Master Agency Agreement,
dated as of September 1, 1994, as supplemented and amended between the Lessor and the Division
of Facilities Construction and Management of the Department of Administrative Services of the
State of Utah, as agent, relating to the undertaking and completion of the Projects and (b) any
agency agreement between the Lessor, as principal, and any governmental body or other entity se-
lected by the Lessor for purposes of causing the undertaking and completion of any Additional
Project or Additional Projects.

“Appropriate Rating Agencies’ shall mean Moody’s, if any of the 1999A Bonds are then rated
by such rating agency, and S& P, if any of the 1999A Bonds are then rated by such rating agency.

“Authorized Lessee Representative” shall mean the person or persons at the time designated, by
written certificate furnished to the Lessor and the Trustee, as the person or persons authorized to
act on behalf of the Lessee.

“Authorized Lessor Representative” shall mean the person or persons at the time designated, by
written certificate furnished to the L essee and the Trustee, as the person or persons authorized to
act on behalf of the Lessor.

“Base Rental Payment Date” shall mean the first day of each May and November during the
term of the Lease, commencing on May 1, 1995, except that with respect to any Variable Rate
Rental s, the Base Rental Payment Date shall mean each date on which such Variable Rate Rentals
are due and payable as provided in the Supplemental Lease providing for such Variable Rate Rent-
as.



“Base Rental Payment Schedule” shall mean the Base Rental Payment Schedule attached to the
L ease and the Attachments thereto relating to each of the Facilities, as such Schedule (including
such Attachments) may be revised from time to time in accordance with the Indenture.

“Base Rentals’ shall mean the amount or amounts (comprising a principal component and an
interest component) payable by the L essee pursuant to the Lease in consideration of the right to the
use and enjoyment of the Leased Property during the term of the Lease, on the dates and in the
amounts set forth in the Base Rental Payment Schedule and on the dates and in the amounts repre-
senting the interest component for Variable Rate Rentals cal culated pursuant to the Supplemental
Lease providing for such Variable Rate Rentals.

“Bond” or “Bonds” shall mean one or more of the 1999A Bonds and any Additional Bonds
authenticated and delivered from time to time under the Indenture.

“Bond Counsel” shall mean an attorney at law or afirm of attorneys (which is mutually accept-
able to the Lessee and the Trustee) of nationally recognized standing in matters pertaining to the
tax—exempt nature of interest on obligations issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

“Bond Fund” shall mean the fund by that name created by the Indenture to be used to pay the
principa of and interest on the 1999A Bonds as provided in the Indenture.

“Bond Interest Payment Dates’ shall mean May 15 and November 15 of each year so long as
any of the 1999A Bonds are Outstanding, or with respect to Variable Rate Bonds, such dates as
shall be specified for the payment of interest on such Bonds in the Supplemental Indenture author-
izing such Variable Rate Bonds.

“Bond Payment Date” shall mean a Bond Interest Payment Date and/or a Bond Principal Pay-
ment Date.

“An“Owner” of the 1999A Bonds’, or any similar term, shall mean the successful bidders for
the 1999A Bonds who purchase them from the State, and thereafter those persons who purchases
the 1999A Bonds from the successful bidders and/or those persons who thereafter purchase
1999A Bonds in the secondary market. Most of the rights of Owners, including the right to re-
ceive paymentsin relation to the 1999A Bonds, will belong to DTC so long as DTC isthe sole
registered owner of the 1999A Bonds. Owners nevertheless have certain rights as owners of their
1999A Bonds. Notices and paymentsin relation to the 1999A Bonds will be sent to the registered
owner(s) of the 1999A Bonds as shown on the State’ s bond register for the 1999A Bonds.

“Business Day” shall mean a day of the year on which banks located in the city in which the
principal corporate trust office of the Trustee islocated are not required or authorized to remain
closed.

“Capitalized Interest Accounts’” shall mean, collectively, each Capitalized Interest Account cre-
ated under the Indenture with respect to the financing of Facilities through the issuance of a Series
of Bonds.

“Capitalized Interest Fund” shall mean the fund by that name created by the Indenture to be
used to pay interest on the 1999A Bonds during the period of Acquisition and Construction of a
Project as provided in the Indenture.

“Cedé’ shall mean Cede & Co., the nominee of DTC, and any successor nominee of DTC with
respect to any Series of Bonds pursuant to the Indenture.

“Code’ shall mean the Internal Revenue Code of 1986, as amended and supplemented from
timeto time, and any applicable regulations thereunder.



“Completion Certificate” shall mean the certificate (including attachments thereto) delivered
with respect to each Project by or at the direction of an Authorized L essee Representative pursuant
to the Lease and the Indenture, evidencing completion of such Project, the establishment of the
Completion Date therefor, acceptance of the portion of the Leased Property represented by such
Project by the Lessee and certain other matters.

“Completion Date” shall mean, with respect to each Project, the date of completion of such
Project and of final acceptance of the portion of the Leased Property represented by such Project by
the Lesseeg, all as evidenced by the delivery of the Completion Certificate relating thereto.

“Congtruction” (and other forms of the word “construct”) shall have the same meaning as when
such termis used in the Act, including Section 63—9a-3(6) thereof, as amended from time to time.

“Contractor” shall mean such reputable contractor or contractors designated as general con-
tractor for any or al of the Facilities.

“ Continuing Disclosure Agreement” shall mean that certain Continuing Disclosure Undertaking
Agreement among the Issuer, the L essee and the Trustee, dated the date of original issuance of the
Series 1999A Bonds, as originally executed and as it may be amended from time to time in accor-
dance with its terms.

“Costs of Issuance” shall mean all items of expense directly or indirectly payable by or reim-
bursable to the Issuer or the Lessee relating to the financing of the Projects under the Indenture,
including, but not limited to, all costs paid or incurred by the Lessee or the I ssuer at any time prior
to or after delivery of the 1999A Bonds of each Series with respect to the issuance, sale and deliv-
ery of the 1999A Bonds of such Series, including, but not limited to, initial or acceptance fees and
expenses of the Trustee, the Paying Agent and the Registrar, advance annual Trustee fee for a pe-
riod not exceeding one year, costs of legal and other professional services, including, but not lim-
ited to, financial advisor fees and expenses, costs of underwriting the 1999A Bonds of each Series
(including underwriting fees or bond discount), costs of preparing the Operative Agreements re-
lating to the Project financed by each Series of Bonds and any supplements to any thereof and any
other documents in connection with the authorization, issuance and sale of the 1999A Bonds of
each Series, rating agency fees and expenses, recording and filing fees, costs of title insurance,
printing and engraving and other fees and costs in connection therewith.

“Event of Default” shall mean one or more of the events of default described in the Lease and
the Indenture.

“Event of Nonappropriation” shall mean a nonrenewal of the term of the Lease by the Lessee,
determined by the failure (for whatever reason) of the State to enact into law a State budget that ap-
propriates and allocates to or for the benefit of the Lessee for purposes of the Lease moneys suffi-
cient to pay the Base Rentals and reasonably estimated Additional Rentals for the next succeeding
Renewal Term as provided in the Lease or determined by the unavailability of such moneys for
such purpose for any other reason. To the extent any non-apsing appropriations are used as the
basis for determining that sufficient moneys have been appropriated for a Fiscal Y ear, such appro-
priations shall be deemed to have been appropriated and to be legally available for the purpose of
paying Rentals during such Fiscal Year. The existence or nonexistence of an Event of Nonappro-
priation shall be determined as of (a) the date on which the Legislature fails or refuses to adopt a
final budget in accordance with applicable law which appropriates sufficient moneys to pay such
Base Rentals and reasonably estimated Additional Rentals for the next succeeding Renewal Term
as contemplated by the Lease or (b) the date on which the Governor of the State vetoes the appro-
priation to pay such Rentals contained in afinal budget adopted by the L egislature, which veto is
not thereafter overridden as provided by law; provided, however, that the Trustee may waive any
Event of Nonappropriation that is cured by the L essee within areasonable time if, in the Trustee's
judgment, such waiver isin the best interests of the Owners of the 1999A Bonds, except as other-
wise provided in the Lease; and provided, further, however, that in no event shall an Event of
Nonappropriation occur or be deemed to occur prior to June 1 of the Fiscal Y ear next preceding
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each Renewal Term, notwithstanding anything in the Lease to the contrary. If the State changes its
Fiscal Y ear to adifferent twelve—month period than the Fiscal Y ear in effect on the date of execu-
tion of the Lease, the foregoing reference to June 1 shall be deemed to refer to the date that is 30
days prior to the end of such new Fiscal Year.

“Excepted Property” shall mean the following described property of the Issuer that is expressly
excepted and excluded from the lien and operation of the Indenture, whether such property is now
owned on hereafter acquired:

(a) Thelast day of the term of the leasehold estate created under the Lease and the last day
of the term of each Site Lease; provided, however, that the I ssuer covenants and agrees that it
will hold each such last day in trust for the use and benefit of the Owners of the 1999A Bonds
and that it will dispose of each such last day from time to time in accordance with such written
order asthe Trustee in its discretion may give;

(b) Certain property installed by the Lessee or by any sublessee or licensee of the Lessee as
provided in the Lease; and

(c) Amounts to be transferred pursuant to the Indenture to, or held by the Trustee in, the
Rebate Fund established under any Tax Certificate.

“Facilities’ shall mean each of the facilities acquired or constructed pursuant to the Act as pro-
vided in the Lease.

“Fiscal Year” shall mean the twelve—month period used from time to time by the Lessee for its
financial accounting purposes, such period currently extending from July 1 to the next succeeding
June 30.

“Funds” shall mean, collectively, all of the funds and accounts created under the Indenture and
held by the Trustee, including, but not limited to, the Project Fund, the Project Accounts, the Bond
Fund, the 1994A Costs of Issuance Fund, the Capitalized Interest Fund, the Capitalized Interest
Accounts, the Redemption Fund, the Insurance Fund and any costs of issuance fund created under
the Indenture in connection with the issuance of a Series of Bonds.

“Government Obligations’ shall mean direct general obligations of, or obligations the timely
payment of the principal of and interest on which are unconditionally guaranteed by, the United
States of America, the guarantee of which constitutes the full faith and credit obligation of the
United States of America (including any such obligationsissued or held in book—entry form on the
books of the Department of the Treasury of the United States of America).

“Indenture’ shall mean the Original Indenture as supplemented and amended from time to time
in accordance with its terms.

“Insurance Fund” shall mean the fund by that name created by the Indenture for the deposit of
all Net Proceeds of performance or payment bonds, proceeds (including moneys derived from the
Risk Management Fund and any self—insurance program) from policies of insurance required by
the Lease or condemnation awards, or any proceeds resulting from a default under a Project Con-
tract (except certain liquidated damages received as a consequence of default by a Contractor to
complete a Project in atimely fashion, which shall be deposited into the Bond Fund as required by
the Lease) or any other contract relating to the Leased Property that are received by the Trustee, to
be applied to the prompt repair, replacement, restoration, modification or improvement of the dam-
aged or destroyed portion of the Leased Property, or to the redemption, in whole or in part, of the
principa of the 1999A Bonds, under the terms and conditions specified in the Indenture.

“Interests Secured by the Indenture” shall mean the principal of and interest and premium, if
any, on the 1999A Bonds and all additional amounts and other sums at any time due and owing



from or required to be paid by or on behalf of the Issuer under the terms of the 1999A Bonds or
the Indenture or by the Lessee pursuant to the terms of the Lease.

“Investment Securities’ shall mean any of the investments in which the moneys and other as-
sets of the State may be invested as permitted from time to time by the State Money Management
Act, Chapter 7, Title 51 of the Utah Code, and such other investments as may be identified from
timeto timein a Supplemental Indenture as “Investment Securities.”

“Issuer” shall mean the Utah State Building Ownership Authority, abody politic and corporate
of the State of Utah, and any public body or corporation that succeeds to its powers, duties or
functions.

“Leasd’ shall mean the Original Lease as amended and supplemented in accordance with its
terms and the terms of the Indenture.

“Leased Property” shall mean the Facilities |leased and to be leased to the L essee pursuant to the
Lease.

“Lessee” shall mean the State of Utah, acting through its Department of Administrative Serv-
ices, Division of Facilities Construction and Management, and any department, division, commis-
sion or agency of the State succeeding to such Division’s powers, duties or functions.

“Lessee’s Counsel” shall mean the duly elected and qualified Attorney General of the State of
Utah or his or her designee, who regularly or by specia appointment represents the L essee in legal
matters.

“Lessor” shall mean the Utah State Building Ownership Authority, a body politic and corporate
of the State of Utah, or any successor to the powers, duties or functions of the Lessor.

“Lien” shall mean any interest in Property securing an obligation owed to, or aclaim by, a Per-
son other than the owner of the Property, whether such interest is based on common law, statute or
contract, and including, but not limited to, the security interest or lien arising from a mortgage, en-
cumbrance, pledge, conditional sale or trust receipt or alease, consignment or bailment for security
purposes.

“Moody’s” shall mean Moody’ s Investors Service, Inc., a corporation organized and existing
under the laws of the State of Delaware, its successors and assigns, and, if such corporation shall
be dissolved or liquidated or shall no longer perform the functions of a securities rating organiza-
tion, Moody’ s shall be deemed to refer to any other nationally recognized securities rating organi-
zation designated by the Lessee, by notice to the Trustee.

“Mortgage’ shall mean each Mortgage, Security Agreement and Assignment of Rents, sub-
stantially in the form attached to the Indenture, to be executed, delivered and recorded as provided
in the Indenture and in the Lease and any other “mortgage” (as such term is defined in Section
63—-9a-3(5) of the Act as such Section may be amended from time to time), relating to a mortgage
lien to be imposed on the respective Facilities on or before the disbursement of moneys from each
Project Account as provided in the Indenture, for the purpose of providing security, in addition to
that provided by the Indenture, for the payment of the principal of, and premium, if any, and inter-
est on, the 1999A Bonds and the other Interests Secured by the Indenture.

“Net Proceeds’ when used with respect to any performance or payment bond proceeds, or pro-
ceeds (including, but not limited to, any moneys derived from the Risk Management Fund or any
self—insurance program) from policies of insurance required by the Lease, or any condemnation
award, or any proceeds resulting from default under a Project Contract (including, but not limited
to, any such proceeds realized as liquidated damages) with respect to the Leased Property, or with
respect to proceeds from any foreclosure on the Leased Property or liquidation, reletting or sale of
the Leased Property (subject to the Site Leases), shall mean the amount remaining after deducting

A6



all expenses (including attorneys' fees) incurred in the collection of such proceeds or award from
the gross proceeds thereof.

“Notice by Mail” or “notice” of any action or condition “by Mail” shall mean awritten notice
meeting the requirements of the Indenture mailed by first—class mail, postage prepaid, to the Own-
ers of specified Bonds, at the addresses shown in the Register.

“Officer’s Certificate” when used with respect to the Lessee shall mean a certificate signed by
an Authorized L essee Representative, or when used with respect to the Issuer or the Lessor, an
Authorized Lessor Representative, and delivered to the Trustee.

“Option Price’ shall mean the price as specified in the Option Price Schedule at which (together
with certain other amounts payable pursuant to the Lease) the Lessee may elect to purchase from
the Lessor the Leased Property (other than State-Owned Sites) in its entirety on the applicable Op-
tional Payment Date or any portion thereof consisting of separate Facilities identified on Subsched-
ules to the Option Price Schedule and designated by the L essee pursuant to the Lease prior to the
scheduled payment of all sumsto be paid for the Leased Property or any such portion, all as more
particularly shown in the Option Price Schedule (or the applicable Subschedule thereto) and as
such Option Price Schedule (including the Attachments thereto) may be revised hereafter in accor-
dance with the Indenture.

“Option Price Schedule” shall mean the Option Price Schedul e attached to the Lease, as such
Schedule may be revised hereafter from time to time in accordance with the Indenture.

“Optional Payment Date” shall mean any Business Day on or after November 15, 2004 (except
as otherwise provided in the Lease) during the term of the Lease upon which the Lessee may elect
pursuant to the Lease to purchase the Leased Property (other than State-Owned Sites) or any por-
tion thereof consisting of separate Facilities identified on Subschedules to the Option Price Sched-
ule for the then applicable Option Price or portion thereof with respect to such separately identified
Facilities.

“Optional Redemption Date’ shall mean the Optional Payment Date or other redemption date on
which the Issuer redeems Bonds in whole or in part as provided in the Indenture.

“Original Indenture” shall mean the Indenture of Trust, Assignment of State Facilities Master
Lease Agreement and Security Agreement, dated as of September 1, 1994, between the I ssuer and
the Trustee.

“Original Lease’ shall mean the State Facilities Master L ease Agreement, dated as of Septem-
ber 1, 1994, between the Lessee and the I ssuer.

“Outstanding” when used with respect to Bonds shall mean, as of the date of determination, all
Bonds that have theretofore been duly authenticated and delivered by the Trustee under the Inden-
ture, except:

(a) Bonds theretofore canceled and delivered to the Registrar or delivered to the Registrar
for cancellation;

(b) Bonds that have been defeased pursuant to the Indenture; and

(c) Bonds in exchange for or in lieu of which other Bonds have been authenticated and de-
livered pursuant to the Indenture.

“Permitted Encumbrances’ shall mean, as of any particular time, (a) liens for taxes, assess-
ments and other governmental charges not then delinquent; (b) the Lease, the Indenture, any Mort-
gage, any sublease permitted by the Lease and any financing statements naming the Issuer or the
L essee as debtor and naming the Issuer or the Trustee as secured party now or hereafter filed to
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perfect the mortgage lien and security interests granted or to be granted by the Indenture, any
Mortgage and the Lease; (c) the Site Leases; (d) utility, access and other easements and
rights—of—way, mineral rights, restrictions and exceptions that an Authorized L essee Representa-
tive certifies to the Trustee will not materially interfere with or impair the operations being con-
ducted in or on the Leased Property (or, if no operations are being conducted therein or thereon,
the operations for which the Leased Property was designed or last modified); (€) any mechanic’s,
laborer’s, materialmen’s, supplier’ s or vendor’ s lien or right in respect thereof if payment is not yet
due and payable under the contract in question; (f) such minor defects, irregularities, encum-
brances, easements, rights—of—way and clouds on title as normally exist with respect to properties
similar in character to the Leased Property and (i) as do not, in the opinion of the Authorized Les-
see Representative, certified in writing to the Trustee, materialy impair the property affected
thereby for the purpose for which it was or isto be Acquired or is or will be held by the Issuer or
the Lessee or (i) are adequately insured against by atitle insurance policy reasonably satisfactory
to the Trustee and the Lessee; (g) any liens or encumbrances being contested as provided in the
Lease; (h) any encumbrance represented by financing statements recorded or filed to perfect pur-
chase money security interestsin any or al of the Facilities; and (i) any easements, liens, security
interests and other encumbrances as are included in the definition of “ Permitted Encumbrances’ as
provided in a Supplemental Lease.

“Person’ shall mean one or more individuals, estates, joint ventures, joint—stock companies,
partnerships, associations, corporations, trusts or unincorporated organizations, and one or more
governments or agencies or political subdivisions thereof.

“Plans and Soecifications’ shall mean plans and specifications prepared for and showing each
of the Facilities, as and when they are approved by the Lessee, the same being duly certified by an
Authorized L essee Representative, which plans and specifications are or will be on file at the office
of the Lessee described in the first paragraph of the Lease and shall be available for reasonable in-
spection by the Lessor, the Trustee and their duly authorized representatives.

“Project Accounts’ shall mean, collectively, each Project Account created under the Indenture
with respect to the financing of Facilities through the issuance of a Series of Bonds.

“Project Contracts’ shall mean, collectively, each contract entered into by the Lessee (acting in
its capacity as the Lessor’ s agent pursuant to the Agency Agreement), any other agent acting on
behalf of the Lessor pursuant to an Agency Agreement or the Lessor regarding any Project.

“Project Costs” with respect to each Project shall mean those items that the Lessee, in its own
capacity or in its capacity as agent to the Issuer pursuant to the Agency Agreement, any other agent
or the Issuer has paid or shall be required to pay under the terms of any contract or contracts for
such Project and the financing thereof and all expenses preliminary and incidental thereto incurred
by the Issuer, the Lessee (as such agent) or such other agent in connection therewith and in the is-
suance of the 1999A Bonds, including, but not limited to, the following:

(a) obligations of the Lessee or the Issuer incurred for labor, materials and equipment (in-
cluding permitted reimbursements from proceeds of Bonds payable to the L essee for expendi-
tures made with respect to the Facilities) in connection with such Project;

(b) the cost of performance or other bonds and any and all types of insurance (including,
but not limited to, title insurance) that may be necessary or appropriate in connection with each
Project and the Leased Property;

(c) al costs of planning and designing each of the Facilities, including architectural, plan-
ning, engineering, legal and fiscal advisors' fees and the costs incurred by the Lessee or the Is-
suer for test borings, surveys, estimates, plans and specifications and preliminary investiga-
tions therefor, and for supervising Construction, as well as for the performance of al other du-
tiesrequired by or consequent to the proper and timely completion of each Project;
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(d) all Costs of Issuance related to the Series of Bonds issued with respect to such Project;

(e) payment of expensesincurred in seeking to enforce any remedy against any Contractor
or subcontractor in respect of any default under a Project Contract;

() the cost of equipment and furnishings for each of the Facilities and all other authorized
costs that are considered to be a part of the costs of each of the Facilities in accordance with
generally accepted accounting principles and that will not adversely affect the excludability
from grossincome for Federal income tax purposes of interest on the 1999A Bonds, including,
but not limited to, interest accruing on the 1999A Bonds from the date of original issuance
thereof and during the period required to complete each Project and for not more 12 months
after the respective Completion Date of each such Project;

(g) temporary rent and other similar temporary relocation expenses (including the cost of
mobile office trailer space) to be paid for the benefit of any State Body that has been dispos-
sessed from its facilities for a period of time pending completion of the Facilities in which such
State Body will be located upon completion thereof;

(h) any other costs and expenses identified in a Supplemental Indenture as “ Project Costs”
so long as such costs and expenses are authorized under the Act;

() land acquisition costs related to a Project to the extent permitted by the Act;

(1) any sums required to reimburse the Issuer or the L essee for advances made by either of
them for any of the above items or for any other costs incurred and for work done by either of
them that are properly chargeable to a capital account in respect of a Project, including sumsre-
quired to reimburse the Issuer or the Lessee for advances for costs incurred pursuant to clause
(K) below; and

(k) al other amounts that shall be required to be paid under the terms of any Project Con-
tract so long as such amounts are authorized under the Act.

“Project Documents’ shall mean (@) the Plans and Specifications, including change orders (if
any) as permitted by the Lease; (b) a survey of each site on which any of the Facilities are located,
prepared by aregistered land surveyor in accordance with standard requirements for land title sur-
veys, showing the location of all improvements, easements, encroachments and other encum-
brances on each such site; (¢) any necessary permits for any of the Projects, including any building
permits and certificates of occupancy; (d) the Project Contracts; (€) policies of title, casualty, public
liability and workers' compensation insurance, or certificates thereof, as required by the Lease with
respect to the Leased Property; (f) performance and payment bonds with respect to any Construc-
tion of any of the Facilities; (g) the executed contract with an architect hired by the Lessee in con-
nection with the preparation of Plans and Specifications and (h) any and all other documents exe-
cuted by or furnished to the L essee or a Contractor in connection with any Project.

“Project Fund” shall mean the fund by that name created by the Indenture to be expended to
pay or reimburse (to the extent authorized) the Project Costs relating to each of the Projects, in ac-
cordance with the provisions of the L ease and the Indenture.

“Projects’ shall mean, collectively, al projects undertaken by the Issuer pursuant to the L ease.

“Property” shall mean any interest in any kind of property or asset, whether real, personal or
mixed, or tangible or intangible.

“Redemption Fund” shall mean the fund by that name created by the Indenture to be used for
the redemption of Bonds (other than mandatory sinking fund redemptions).



“Register” shall mean the register kept at the principal corporate trust office of the Trustee, as
Registrar, for the registration, exchange and transfer of Bonds.

“Regigtrar” shall mean the agent appointed by the Trustee, at the direction of the Issuer, as
agent of the Trustee to keep the books for the registration of the 1999A Bonds and for the registra-
tion of transfer and exchange of the 1999A Bonds, and any successor appointed by the Trustee, at
the direction of the Issuer, or in the event that at any time no such agent shall be appointed, the
Trustee.

“Regular Record Dat€” shall mean, with respect to any Bond Interest Payment Date for Bonds
that are not Variable Rate Bonds, the first day of the month in which such Bond Interest Payment
Date occurs. For Variable Rate Bonds, “Regular Record Date” shall have the meaning given thereto
in the Supplemental Indenture authorizing such Variable Rate Bonds.

“Renewal Term” shall mean each of the additional and consecutive one year renewal terms,
commencing uly 1, 1995, and a final renewal term commencing July 1, 2018, and ending
May 16, 2019, for which the Lessee at its option may extend the term of the L ease after the Initial
Term.

“Rentals’ shall mean the total amount of the Base Rentals and the Additional Rentals payable
during the Initial Term and each Renewa Term under the Lease.

“Revenues” shall mean (@) the Option Price, if paid, and any portion of the Option Price (if
paid) with respect to separate Facilities; (b) al Net Proceeds, if any, of casualty insurance (includ-
ing any moneys derived from the Risk Management Fund or any self—insurance program), title in-
surance, performance bonds, condemnation awards and awards resulting from defaults under
Project Contracts (including amounts realized as liquidated damages) in connection with the Pro-
jects, not applied to the repair, restoration, modification, improvement or replacement of the
Leased Property; (c) all Net Proceeds, if any, derived from any sale of the Leased Property pursu-
ant to aforeclosure pursuant to the Indenture or any of the Mortgages and reletting or sale of the
Leased Property thereafter pursuant to the Indenture or any of the Mortgages or any other proceeds
realized upon the exercise of any other remedies under the Indenture or under any of the Mort-
gages, (d) the Base Rentals; (e) any portion of the proceeds of sale of the 1999A Bonds deposited
into the Bond Fund or the Capitalized Interest Fund to pay accrued interest or capitalized interest on
Bonds; (f) any earnings on moneys on deposit in the Bond Fund and the Capitalized Interest Fund
to the extent such earnings are available as provided in the Indenture for application for the pur-
poses for which such Funds have been or will be established under the Indenture; (g) all other
revenues derived from the Lease, except Additional Rentals; and (h) any other moneys to which the
Trustee may be entitled for the benefit of the Owners of the 1999A Bonds, including, but not lim-
ited to, any amounts to be paid into the Bond Fund pursuant to the Lease from rentals or other
payments by permitted sublessees, assignees and transferees.

“Risk Management Fund” shall mean the Risk Management Fund of the State of Utah, estab-
lished pursuant to Section 63A—4—-201 of the Utah Code.

“S& P” shal mean Standard & Poor’ s Ratings Group, a corporation organized and existing un-
der the laws of the State of New Y ork, its successors and assigns, and, if such corporation shall be
dissolved or liquidated or shall no longer perform the functions of a securities rating organization,
S& P shall be deemed to refer to any other nationally recognized securities rating organization des-
ignated by the Lessee, by notice to the Trustee.

“Series’ shall mean all of the 1999A Bonds designated as being of the same Series authenti-
cated and delivered on original issuance in a simultaneous transaction, and any Bonds thereafter
authenticated and delivered in lieu thereof or in substitution therefor pursuant to the Indenture.

“Ste Leases’ shall mean any lease pursuant to which the State leases a State-Owned Site to the
Issuer for the purpose of a Project.
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“Special Record Date” shall mean a special date fixed to determine the names and addresses of
Owners of Bonds for purposes of paying interest on a special interest payment date for the pay-
ment of defaulted interest, al as provided in the Indenture.

“Sate’ shall mean the State of Utah.

“Sate/S_.OC Sublease” shall mean that certain Sublease Agreement, dated as of July 1, 1998,
between the State and SLOC, pursuant to which the State subleases to SLOC the U of U 1998B
Facilities for the Olympic Winter Games Period.

“Sate Bodies’ shall mean DABC, DEQ, DHS, DNR, DPR, SOE, UDOC and any other “state
bodies’ as such term is defined in the Act, including Section 63—9a-3(3) thereof, as amended from
timeto time.

“Sate-Owned Land’ shall mean any parcel of land on which Facilities are to be Acquired or
Constructed that is owned by the State, was not acquired by the State with the proceeds of any
Bonds issued pursuant to the Indenture and is leased to the Issuer for the purpose of a Project.

“Sate—Owned Ste’ shall mean “ State-Owned Land.”

“Supplemental Indenture” shall mean any supplement or amendment to the Indenture that has
been duly entered into between the Issuer and the Trustee, but only if and to the extent that such
Supplemental Indenture is entered into in accordance with the provisions of the Indenture.

“Supplemental Lease” shall mean any supplement or amendment to the L ease that has been
duly entered into by the Lessor and the Lessee, but only if and to the extent that such Supplemental
Lease is entered into in accordance with the provisions of the Lease and the Indenture.

“Tax Certificate’ shall mean, with respect to each Series of Bonds, any agreement or certificate
of the Issuer and the Lessee that the Issuer and the Lessee may execute in order to establish and
assure the excludability from gross income for Federal income tax purposes of interest on the
1999A Bonds.

“Termof the Lease” or “term of the Lease” with respect to the possessory interest of the Lessee
shall mean the Initial Term and any Renewal Terms as to which the L essee exercises its option to
renew the term of the Lease as provided in the L ease, subject to the provisions hereof concerning
termination of certain of the Lessee’ s obligations under the Lease.

“Trust Estate” shall mean the properties, rights, interests and privileges (a) described in the
Granting Clauses of the Indenture and to be described in the Granting Clauses of each Supple-
mental Indenture or (b) subject to the lien of aMortgage.

“Truste€’ shall mean First Security Bank, National Association, of Salt Lake City, Utah, and
its successors and any corporation resulting from or surviving any consolidation or merger to
which it or its successors may be a party and any successor trustee at the time serving as successor
trustee under the Indenture.

“Utah Code’ shal mean the Utah Code Annotated 1953, as amended.

“Variable Rate Bonds’ shall mean, as of any date of calculation, any Bonds the terms of which
on such date of calculation are such that interest thereon for any future period of timeis expressed
to be calculated for aperiod or at arate that is not susceptible of precise determination for any fu-
ture period of time; provided, however, that the term “Variable Rate Bonds™ shall not apply to any
period after the method for calculating interest on the 1999A Bonds has been converted to afixed
rate to maturity as provided in the applicable Supplemental Indenture.
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“Variable Rate Rentals’ shall mean the interest component of Base Rentals that isto be calcu-
lated for a period of time or at arate that, as of any date of calculation, is not susceptible of precise
determination for any future period of time; provided, however, that the term “Variable Rate Rent-
als’ shall not apply to any period after the method for calculating the interest component of Base
Rentals has been converted to afixed rate to maturity as provided in the applicable Supplemental
Lease.

THE INDENTURE
The 1999A Bonds

Limited Obligations

Under the Indenture the 1999A Bonds are secured by the Trust Estate, which is specifically
mortgaged, pledged, hypothecated, assigned and otherwise secured by the Indenture, subject to
Permitted Encumbrances, for the equal and ratable payment of the 1999A Bonds and shall be used
for no other purpose than to pay the principal of, and premium, if any, and interest on, the 1999A
Bonds, except as may be otherwise expressly authorized in the Indenture. Neither the full faith and
credit nor the taxing powers of the State or any political subdivision of the State is pledged to the
payment of the principal of, or premium, if any, or interest on, the 1999A Bonds or other costs
appertaining thereto. The 1999A Bonds and the interest and premium, if any, thereon shall not
now nor shall ever constitute an indebtedness of the Issuer, the Sate (as Lessee or otherwise) or
any political subdivision of the State within the meaning of any constitutional provision or limita-
tion nor constitute or giveriseto or be a general obligation or liability of, or a charge against the
general credit or taxing powers of, the Sate or any political subdivision of the Sate.

The obligation of the Lessee to pay Base Rentals and other amounts under the Lease is annually
renewable as provided therein. Neither the issuance of the 1999A Bonds nor the execution and de-
livery of the Lease directly or contingently obligate the Sate (as Lessee or otherwise) or any politi-
cal subdivision thereof to appropriate any money to pay Rentals under the Lease or to pay any
Rentals beyond those appropriated for the then current Fiscal Year of the Sate. Neither the Les-
see’ s officers and agents, nor officers, trustees or agents of the Issuer, nor any persons executing
the 1999A Bonds or the Lease shall be liable personally on the 1999A Bonds or the Lease or sub-
ject to any personal liability or accountability by reason of the issuance of the 1999A Bonds or the
execution of the Lease.

The Lease provides that if the Lessee failsto pay Rentals, it must immediately quit and vacate
the Leased Property and its obligation to pay any Rentals (except for Rental s theretofore appropri-
ated and then available for such purpose) shall thereupon terminate. No judgment for money dam-
ages may be entered against the State (as L essee or otherwise) nor against any political subdivision
thereof for failure to pay such Rentals or any other amounts, except for Rentals theretofore appro-
priated and then available for such purpose, other moneys and property subject to the lien of the
Indenture or the Mortgages or as otherwise expressly provided in the Lease. No deficiency judg-
ment may be entered against the Issuer, the State (as Lessee or otherwise) or any political subdivi-
sion of the State on foreclosure of any lien created by the Indenture or the Mortgages or on sale of
the Leased Property (subject to the Site Leases) pursuant to aforeclosure or liquidation pursuant to
the Indenture or the Mortgages or reletting or sale of the Leased Property thereafter pursuant to the
Lease, except as otherwise expressly provided in the Lease. Neither the State (as Lessee or other-
wise) nor any political subdivision thereof, other than to the extent provided in the Lease, is obli-
gated to pay the principal of, or premium, if any, or interest on, any Bond, the Option Price, any
portion of the Option Price related to the purchase of separate Facilities or other amounts that may
come due in connection with or related to any Variable Rate Bond.

Nothing in the Lease or in the Indenture creates any obligation of the Lessee to purchase the
Leased Property or any separate Facilities constituting a portion thereof or creates any obligation of
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the Lessee in respect to any creditors, shareholders or security holders of the Issuer (including, but
not limited to, the Owners from time to time of the 1999A Bonds).

Additional Bonds

At any time while there is no Event of Default under the Indenture or the Lease and so long as
no Event of Nonappropriation has occurred and is then continuing, Additional Bonds may be is-
sued pursuant to a Supplemental Indenture for the purposes specified in the Indenture. All Addi-
tional Bonds shall be secured by the lien of the Indenture and the Mortgages and rank pari passu
with the 1999A Bonds then Outstanding.

Prior to the delivery on original issuance by the Trustee of each Series of such Additional
Bonds, there shall be or have been delivered to the Trustee, among other items required by the In-
denture, the following:

(i) awritten opinion of Bond Counsel to the effect that the issuance of such Series of Addi-
tional Bonds will not adversely affect the excludability from gross income for Federal income
tax purposes of interest on any Bonds then Outstanding;

(ii) a date—down endorsement to each ALTA mortgagee title insurance policy and, if re-
quired by the Lessee, to the ALTA leasehold title insurance policy issued as provided in the In-
denture or anew ALTA mortgagee title insurance policy with comprehensive endorsement,
which endorsement or new policy shall, among other things, insure to the date of issuance of
such Series of Additional Bonds and the recording of the Mortgage relating to such Additional
Bonds the continuing validity of the lien thereof, as afirst and prior lien on the premises
thereby secured, subject only to Permitted Encumbrances, and which endorsement shall estab-
lish the amount of title insurance coverage thereunder as an amount equal to the principa
amount of the Additional Bonds plus the principal amount of Bonds (other than such Series of
Additional Bonds) outstanding as of the date of issuance of such endorsement; and

(ii1) written evidence from each of the Appropriate Rating Agencies to the effect that theis-
suance of the Series of Additional Bonds will not by itself result in areduction of withdrawal
of the rating or ratings then in effect with respect to the Outstanding Bonds.

General Covenants
Rental Rates

The Issuer covenants to charge Base Rentals and Additional Rentals under the L ease sufficient
in amount for such purposes and to pay any other obligations under the Lease that are to be paid
from Base Rentals or Additional Rentals.

Payment of Bonds

The Issuer covenants in the Indenture to pay promptly the principal of (whether at maturity, by
operation of mandatory sinking fund redemptions, by acceleration, call for redemption or other-
wise), and premium, if any, and interest on, the 1999A Bonds at the places, on the dates and in the
manner provided in the Indenture and in every Bond issued under the Indenture according to the
true intent and meaning thereof; provided, however, that such obligations are not general obliga-
tions of the Issuer but are limited obligations payable solely from the Revenues.

Performance of Issuer’s Covenants; Authority

The Issuer covenantsin the Indenture to faithfully observe and perform at all timesany and al
covenants, conditions and agreements on its part contained in the Indenture, in any and every Bond
executed, authenticated and delivered under the Indenture and in all proceedings of the Issuer per-
taining thereto; provided, however, that the liability of the Issuer under any such covenant, condi-
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tion or agreement for any breach or default by the Issuer thereof or thereunder shall be limited
solely to the Revenues.

Payment of Taxes, Charges, I nsurance, etc.

The Issuer covenants in the Indenture to cause the L essee pursuant to the Lease to maintain
certain insurance and pay all lawful taxes, assessments and charges at any time levied or assessed
against or with respect to the Leased Property or the Revenues, or any part thereof, that might im-
pair or prejudice the lien and priority of the Indenture or any of the Mortgages; provided, however,
that nothing contained in the Indenture shall the maintenance of insurance or payment of any such
taxes, assessments or chargesif the same are not required to be maintained or paid under the provi-
sions of the Lease.

Maintenance and Repair of and Alterations, Additions and I mprovementsto L eased Property

Pursuant to the provisions of the Lease, the Lessee has agreed at its own expense to maintain,
manage and operate the L eased Property in good order, condition and repair, and the L essee may,
at its own expense, make from time to time additions, modifications or improvements to the L eased
Property under the terms and conditions set forth in the Lease and as provided in the Indenture.

Recordation of the L ease, Indenture, Mortgages, Site L eases and Security Instruments

The Issuer covenants to cause the Indenture, each Mortgage, the Lease, each Site Lease and all
supplements and amendments thereto as well as such other security instruments, financing state-
ments, continuation statements and all supplements and amendments thereto and other instruments
as may be required from time to time to be kept recorded and filed in such manner and in such
places as may be required by law in order fully to preserve and protect the security of the Owners
of the 1999A Bonds and the rights of the Trustee under the Indenture and to perfect the lien of, and
the security interest created by, the Indenture and each Mortgage.

Revenues And Funds
Sour ce of Payment of Bonds

The Base Rentals that the Lessee is required to pay in accordance with the Lease are to be re-
mitted directly to the Trustee for the account of the Issuer and deposited into the Bond Fund and
the Redemption Fund as provided in the Lease. Such payments, sufficient in amount to insure the
prompt payment of the principal of (including mandatory sinking fund redemptions) and premium,
if any, and interest on, the 1999A Bonds (so long as the L essee appropriates sufficient moneys
annually to pay Rentals accruing during each succeeding Renewal Term under the Lease) are
pledged to secure the payment of such principal of, and premium, if any, and interest on, the
1999A Bonds. Said pledge shall constitute afirst and exclusive lien on the Base Rentals provided
in the Lease for the payment of the principal of, and premium, if any, and interest on, the 1999A
Bonds in accordance with the terms thereof and of the Indenture and otherwise for the benefit of
the Interests Secured by the Indenture.

Funds and Accounts

The Indenture establishes the following irrevocable trust funds, among others, all of which are
to be held by the Trustee:

(a) the Bond Fund which includes a Capitalized Interest Account;
(b) the Project Fund which includes separate accounts for each Project;
(c) the Redemption Fund;
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(d) the Insurance Fund; and
(e) the Cost of Issuance Fund which includes a separate account for each Series of Bonds.
Payments into and Use of Moneysin Bond Fund and Capitalized Interest Fund
There shall be deposited into the Bond Fund, as and when received, the following:

(a) any amount in a Capitalized Interest Account to be paid into the Bond Fund in accor-
dance with the Indenture;

(b) any amount in the Project Fund (including any Project Account therein) to be paid into
the Bond Fund in accordance with the Indenture;

(c) all Base Rentals;

(d) any other amount to be deposited therein pursuant to any other provisions of the In-
denture, or any provisions of a Supplemental Indenture; and

(e) al other moneys received by the Trustee under and pursuant to any of the provisions of
the Lease or otherwise that are required or that are accompanied by directions that such moneys
areto be paid into the Bond Fund.

Moneys in the Bond Fund are to be used for the payment of the principal of and interest on the
1999A Bonds, including mandatory sinking fund redemption payments.

Pursuant to the Indenture, there shall be deposited into each Capitalized Interest Account (i) the
amount specified in the Indenture as capitalized interest on a Series of Bonds, (ii) earnings on in-
vestments of moneys in such Capitalized Interest Account, and (iii) all other that are required or
directed to be paid into the Capitalized Interest Account. Under the Indenture, the Trustee transfers
automatically on each Bond Interest Payment Date to the Bond Fund from each Capitalized Interest
Account any moneys necessary to pay interest then coming due on the related Series of Bonds.

Paymentsinto and Disbursements from Project Fund

The proceeds of a Series of Bonds deposited into a Project Account within the Project Fund are
to be used to pay the Project Costs being financed by such Series of Bonds. So long asthe Les-
see’ sright (as agent of the Issuer under the Agency Agreement) to control the Projects has not oth-
erwise been terminated pursuant to the Lease or the Agency Agreement, the Trustee is authorized
and directed under the Indenture to make payments as requested by the L essee from each Project
Account to pay or reimburse (to the extent authorized) the Project Costs relating to each of the
Projects, upon receipt of certain documents, certificates and opinions specified in the Indenture.

In the event that a Project is not completed timely, or an Event of Nonappropriation or Event of
Default shall have occurred and be continuing, the Trustee shall take such actions with respect to
moneys then remaining in the Project Account that relates to such incomplete Project and may ei-
ther complete such Project or otherwise disburse such moneys pursuant to the provisions of the
L ease and the Indenture as the Trustee may deem appropriate in the best interests of the Owners of
the 1999A Bonds.

Completion of the Projects; Delivery of Completion Certificate

The completion of each Project under the Lease, the payment or provision made for payment of
all Project Costs under the Lease related to each such Project and the acceptance of the portion of
the Leased Property represented by such Project by the Lessee shall be evidenced by the filing with
the Trustee of the Completion Certificate of an Authorized L essee Representative stating that, to the
best of the Lessee’ s knowledge based upon the representations of the engineers, vendors, suppli-
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ers, contractors, architects and other consultants for such Project and except for any amounts esti-
mated by such Authorized L essee Representative to be necessary for payment of any Project Costs
not then due and payable, such Project has been completed and the portion of the Leased Property
represented by such Project has been accepted by the Lessee. Immediately after the date of delivery
of the Completion Certificate for a Project and unless otherwise provided in a Supplemental In-
denture with respect to a Series of Additional Bonds, any moneys remaining in the related Project
Account (except any amount that the Lessee shall have directed the Trustee to retain for any Project
Costs not then due and payable and except as otherwise may be required by any Tax Certificate)
shall without further authorization be transferred by the Trustee for deposit into the Bond Fund and
applied by the Trustee for the purposes for which such Fund has been established under the In-
denture.

The Indenture specifies a date by which each Project isto be completed as described above. If a
Project is not completed on or prior to such date, the Trustee is authorized by the Indenture to use
the moneys in the Project Account that relates to such Project as described above under the heading
“Payments into and Disbursements from Project Fund” above.

Deposit Into and Use of Moneys in Redemption Fund

All moneys to be used for redemption of Bonds (other than mandatory sinking fund redemp-
tions) shall be deposited into the Redemption Fund.

Use of Moneysin Insurance Fund

All Net Proceeds of performance or payment bonds, proceeds (including any moneys derived
from the Risk Management Fund and any self—insurance program) from policies of insurance re-
quired by the Lease or condemnation awards, or any proceeds resulting from a default under a
Project contract (except liquidated damages) or any other contract relating to the L eased Property
that are received by the Trustee shall be deposited into the Insurance Fund. An Authorized L essee
Representative shall file an Officer’s Certificate with Trustee, within 90 days after the occurrence
of the event giving rise to such Net Proceeds, directing the application and disbursement of such
funds, subject to any applicable provisions of any Tax Certificate, asfollows:

(a) to the prompt repair, replacement, restoration, modification or improvement of the dam-
aged or destroyed portion of the Leased Property if such Officer’s Certificate states that such
Net Proceeds, together with any other funds lawfully available to the Lessee for such purpose,
are sufficient to pay in full the costs of such repair, replacement, restoration, modification or
improvement; or

(b) to the redemption, in whole or in part, of the principal of the 1999A Bonds in accor-
dance with the Lease.

Liquidated damages resulting from a default by a Contractor to complete a Project in atimely fash-
ion under the Construction Contract are to be deposited into the Bond Fund.

Moneys To Be Held In Trust

All moneys required to be deposited with or paid to the Trustee for account to any Fund re-
ferred to in any provision of the Indenture shall be held by the Trustee in trust in accordance with
the terms of the Indenture.
Permitted I nvestments

Subject to compliance with the terms and provisions of any Tax Certificate, any moneys held
as part of the Project Fund, the Insurance Fund or any accounts therein shall be invested and rein-

vested by the Trustee to the extent permitted by law, at the written direction of the Utah State
Treasurer for and on behalf of the Lessee, but only so long as no Event of Default has occurred
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and is continuing (or by the Trustee after the occurrence and during the continuance of any such
Event of Default), in any Investment Securities maturing not later than such times as shall be nec-
essary to provide moneys when needed for payments to be made from each such Fund or other
fund or account.

Moneys held as part of the Bond Fund, the Redemption Fund and the Capitaized Interest
Fund, shall be invested and reinvested by the Trustee to the extent permitted by law, at the written
direction of the Utah State Treasurer for and on behalf of the Lessee, but only so long as no Event
of Default has occurred and is continuing (or by the Trustee after the occurrence and during the
continuance of any such Event of Default), only in Government Obligations maturing at such times
and in such amounts as shall be necessary to pay principal of and interest on the 1999A Bonds as
such become due and payabl e or, with respect to moneys held as part of the Bond Fund, invested
in (i) amoney market mutual fund that invests only in Government Obligations or (ii) the Utah
State Treasurer’ s Investment Pool established pursuant to Chapter 7 of Title 51 of the Utah Code.

All such investments shall at all times be a part of the Fund from whence the moneys used to
acquire such investments shall have come. In computing the amount in any fund or account
hereunder, investments shall be valued at the market price thereof at least annually by the Trustee
prior to May 1 of each year. All income and profits on such investments shall be credited to, and
all losses thereon shall be charged against, such funds and accounts equal to each fund’s or ac-
count’ s respective proportionate contribution thereto. Any such investments shall be made by the
Trustee in such manner as to assure the availability of moneys to make disbursements from each
Project Account on the anticipated dates of disbursement for the Project to which such Project Ac-
count relates and to make payments of the principal of, and premium, if any, and interest on, the
1999A Bonds at the times and in the amounts as provided therein.

Discharge Of Lien

If the Issuer shall pay or cause to be paid, or there shall otherwise be paid or provision for the
unconditional payment made from any source, to or for the Owners of the 1999A Bonds all princi-
pal of, and premium, if any, and interest on, the 1999A Bonds at the times and in the manner
stipulated therein and in the Indenture, and if the Issuer shall not then be in default in any of the
other covenants and promises in the 1999A Bonds and in the Indenture expressed or implied asto
be kept, performed and observed by it or on its part, and if the Lessee shall not then be in default in
any of its covenants and promises in the L ease expressed or implied as to be kept, performed and
observed by it or on its part, and if the Issuer shall pay or cause to be paid to the Trustee all sums
of money due or to become due according to the provisions of the Indenture, then all rights and
obligations of the Issuer, the Lessee and the Trustee under the Indenture, the L ease and the Site
L eases shall terminate and be of no further force and effect and the Trustee shall cancel and dis-
charge the Indenture, the Mortgages, the Lease and the Site L eases and execute and deliver to the
Issuer and the Lessee such instruments in writing as shall be requisite to cancel and discharge the
lien of the Indenture, and reconvey, release, assign and deliver unto the Issuer and the L essee any
and al the estate, right, title and interest in and to any property conveyed, mortgaged, assigned or
pledged to the Trustee or otherwise subject to the lien of the Indenture or the Mortgages, except
(@) amountsin the Bond Fund required to be paid to the Lessee pursuant to the Indenture,
(b) moneys or securities held by the Trustee for the payment of the principal of, or premium, if
any, or interest on, the 1999A Bonds and (c) any moneys to be paid pursuant to any Tax Certifi-
cate.

Any Bond shall be deemed to be paid, or any portion thereof shall be deemed to be paid, within
the meaning of the Indenture when payment of the principal of, and premium, if any, and interest
on, the 1999A Bonds (or such portion thereof) either (i) shall have been made or caused to be
made in accordance with the terms thereof, or (ii) shall have been provided by irrevocably depos-
iting with or for the benefit of the Trustee, in trust and irrevocably set aside exclusively for such
payment, (1) moneys sufficient to make such payment or (2) Government Obligations (provided
that such deposit does not, in the opinion of Bond Counsel, adversely affect the excludability from
gross income for Federal income tax purposes of interest on any of the 1999A Bonds or cause the
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Lease or any of the 1999A Bonds to be classified as arbitrage bonds within the meaning of Section
148(a) of the Code), which are not callable at the option of the issuer thereof prior to their maturity
and which mature and bear interest in such amounts and at such times as will provide such
amounts and at such times as will insure the availability of sufficient moneys to make such pay-
ment on and prior to the redemption date or maturity date, as the case may be. If the 1999A Bonds
are not to be paid on the next succeeding Bond Payment Date, proper notice of redemption shall
have been previously mailed as provided in the Indenture or the I ssuer shall have given the Trus-
tee, in form satisfactory to the Trustee, irrevocable instructions to mail notice of redemption as
provided in the Indenture. At such time as a Bond shall be deemed to be paid, it shall no longer be
secured by or entitled to the benefits of the Indenture or the Mortgages, except for the purposes of
registration and exchange of Bonds and of any such payment from such moneys or Government
Obligations.

Possession, Use And Partial Release Of Leased Property
Subordination of Lease to the Indenture and the Mortgages

As provided in the Lease, the Lease and the Lessee’ s interest in the Leased Property and itsin-
terest as lessee under the Lease shall at all times be subject to the lien of the Indenture and the
Mortgages, provided, however, that so long as no Event of Default under the Lease or an Event of
Nonappropriation has occurred and is then continuing, the Lease shall remain in full force and ef-
fect notwithstanding such subordination and the Lessee shall not be disturbed by the Issuer or the
Trustee in its possession, use and enjoyment of the Leased Property during the term of the Lease
or in the enjoyment of its rights under the Lease.

Release of Sites

The Issuer and the Lessee have reserved the right in the L ease to withdraw certain portions of
the sites on which any of the Facilities are located (including portions or all of the State Facilities
Expansion Site) from the terms of the Lease and the lien of the Indenture. The Trustee shall release
from the lien of the Indenture any such portions of the sites upon compliance with the provisions
of the Lease. See “THE PROJECT—Release Of Portions Of Facilities” in the text of the OFFI-
CIAL STATEMENT to which this APPENDIX A is attached.

Granting or Release of Easements

In accordance with the L ease, the Lessee may grant or rel ease easements and take other action
upon compliance with the terms and conditions of the Lease. The Trustee shall execute or confirm
the grants or releases of easements, licenses, rights—of—way and other rights and privileges per-
mitted by the Lease.

Events Of Default And Remedies
Events of Default Defined

The occurrence of any of the following events shall constitute an “Event of Default” under the
Indenture:

(a) Default in the payment of the principal of or premium, if any, on any Bond when the
same shall become due and payable, whether at the stated maturity date thereof, by acceleration
or call for redemption or otherwise; or

(b) Default in the payment of any interest on any Bond when the same shall become due
and payable; or

(c) The occurrence of any Event of Nonappropriation or Event of Default as each such term
is defined in the Lease or the occurrence of an event of default under any Mortgage; or
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(d) Subject to the provisions of the Indenture, default in the performance or observance of
any other of the covenants, agreements or conditions on the part of the I ssuer in the Indenture
or in the 1999A Bonds contained and the continuance thereof for a period of 60 days after
written notice to the Issuer and the L essee given by the Trustee or to the Trustee, the I ssuer and
the Lessee by the Owners of not less than a majority in aggregate principal amount of Bonds
then Outstanding.

Notice of Certain Defaults; Opportunity of Lessee to Cure Certain Defaults

Anything in the Indenture to the contrary notwithstanding, no default described in paragraph
(d) under “Events of Default Defined” above will constitute an Event of Default until actual notice
of such default by registered or certified mail has been given by the Trustee or by the Owners of
not less than a majority in aggregate principal amount of all Bonds then Outstanding to the Issuer
and the Lessee, and the Lessee has had 30 days after receipt of such notice to correct said default or
cause said default to be corrected, and has not corrected said default or caused said default to be
corrected, or if said default be such that it cannot be corrected within the applicable period, it will
not constitute an Event of Default if corrective action is instituted by the L essee within the applica-
ble period and diligently pursued until the default is corrected.

Remedies Upon Default

Upon the occurrence and continuance of any Event of Default, the Trustee shall have all the
rights and remedies with respect to the Trust Estate as the I ssuer, as |essor, has against the Leased
Property and the L essee under the pertinent provisions of the Lease and subject to the restrictions
and limitations therein provided. Upon the occurrence and continuance of any Event of Default, the
Trustee may, and at the written request of Owners of not less than 25% in aggregate principal
amount of the 1999A Bonds then Outstanding shall, declare the principa amount of the
1999A Bonds then Outstanding to be immediately due and payable, whereupon such principal
amount shall, without further action, become and be immediately due and payable, anything in the
Indenture, any Mortgage or in the 1999A Bonds to the contrary notwithstanding; provided, how-
ever, that no such acceleration shall change or otherwise affect the Lessee’ s obligation under the
Lease to pay Rentals only during the term of the Lease and in the amounts and at the times as pro-
vided in the Lease. The Trustee shall give notice of such declaration of acceleration to the Lessee
and the Issuer and, upon receipt of indemnity satisfactory to it, shall give notice thereof by Mail to
Owners of all Bonds then Outstanding.

Upon the occurrence and continuance of any Event of Default specified in paragraphs (a), (b),
or (c) under the heading “Events of Default Defined” above, the Trustee shall, without any action
on the part of the Owners of the 1999A Bonds, or upon the occurrence and continuance of an
Event of Default specified in paragraph (d) under the heading “ Events of Default Defined” above,
and at the written request of Owners of not less than 25% in aggregate principal amount of Bonds
then Outstanding the Trustee shall, give notice to the Lessee to vacate the L eased Property immedi-
ately as provided in the Lease, with or without terminating the term of the L ease thereunder except
asto the Lessee’ s possessory interests in the Leased Property under the Lease. The Trustee may,
and at the written request of Owners of not less than 25% in aggregate principal amount of Bonds
then Outstanding shall, commence an action to foreclose the lien of the Indenture as amortgage in
the manner herein provided and as permitted by law against the Trust Estate, commence an action
or actionsto foreclose any Mortgage or Mortgages in the manner therein provided and as permitted
by law against the Issuer’ sright, title and interest in the Leased Property in such manner and order
asthe Trustee may determine, and take one or any combination of the following additional remedial

steps:

(8) The Trustee may terminate the Lease or the Lessee’s possessory rights thereunder
(without otherwise terminating the Lease), re—enter the Leased Property and gject all partiesin
possession thereof therefrom and relet the Leased Property (subject to the Site Leases), all as
provided in the Lease;
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(b) The Trustee may, subject to compliance with the applicable provisions of the “one ac-
tionrule” set forth in Chapter 37 of Title 78 of the Utah Code, recover from the L essee:

(i) the portion of Base Rentals and Additional Rentals that are or would otherwise have
been payable under the Lease during any period in which the L essee continues to use, oc-
cupy and operate the Leased Property or any portion thereof; and

(i1) Base Rentals and Additional Rentals that are or would otherwise have been payable
by the Lessee under the Lease during the remainder, after the L essee vacates the L eased
Property, of the Renewal Term in which such Event of Default occurs for which Term the
L essee had lawfully appropriated moneys for purposes of paying such Base Rentals and
Additional Rentals; provided, however, that if the Trustee does not proceed to sell the
L eased Property reasonably promptly after such Event of Default, the Trustee shall be obli-
gated to the L essee to use the Trustee' s best efforts to lease or sublease the L eased Property
for the remainder of such Renewal Term, and the Net Proceeds of such leasing and sub-
leasing shall be offset against the amount recoverable from the L essee as described under
this subparagraph (ii);

(c) Either in person or by agent, with or without bringing any action or proceeding, or by a
receiver appointed by a court and without regard to the adequacy of its security, enter upon and
take possession of the Leased Property, or any part thereof, in its own name or in the name of
the Issuer, and do any acts that the Trustee deems necessary or desirable to preserve the value,
marketability or rentability of the Leased Property, or part thereof or interest or space therein,
increase the income therefrom or protect the security thereof and, with or without taking pos-
session of the Leased Property, sue for or otherwise collect the rents, issues and profits
thereof, including those past due and unpaid, and apply the same, less costs and expenses of
operation and collection, including attorneys' fees, upon any obligations secured by the In-
denture, al in such order asthe Trustee may determine;

(d) In conformity with the Indenture, exercise all rights of the Issuer in its capacity as les-
sor under the Lease, including the right to lease all or any part of the Leased Property (subject
to the Site L eases) in the name and for the account of the Issuer, to collect, receive and seques-
ter the rents, revenues, issues, earnings, income, products and profits therefrom, and out of
the same and any moneys received from any receiver of any part thereof pay, and/or set up
proper reserves for the payment of, all proper costs and expenses of so taking, holding and
managing the same, any taxes and assessments and other charges prior to the lien of the In-
denture that the Trustee may deem it wise to pay and all expenses and costs of repairs and im-
provements to the L eased Property and apply the remainder of the moneys so received in ac-
cordance with the Indenture;

(e) Exercise any or al of the remedies available to a secured party under the Utah Uniform
Commercial Code, as then in effect, with respect to property subject to the Indenture or any
Mortgage that is covered by such Code; and

(f) Exercise the option provided to the Trustee (as assignee of the Issuer, in its capacity as
ground lessee under the Site L eases, pursuant to the Indenture) with respect to any Site Lease
to purchase the Site that is the subject of such Site Lease.

A judgment requiring a payment of money may be entered against the Lessee by reason of an

Event of Default hereunder only as to the liabilities described in paragraph (b) above. Notwith-
standing anything set forth in the Lease, the Mortgages or the Indenture to the contrary, any Event
of Default consisting of afailure by the Lessee to vacate the Leased Property by the expiration of
the Initial Term or the Renewal Term during which an Event of Nonappropriation occurs shall not
result in any liability for Base Rentals or Additional Rentals allocable to any period other than the
period in which the Lessee continues to use, occupy and operate the Leased Property or any por-
tion thereof and to that extent only.
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Other Remedies

Upon the occurrence of an Event of Default, the Trustee may, as an alternative, either after en-
try or without entry, pursue any available remedy by suit at law or equity to enforce the payment of
the principal of, and premium, if any, and interest on, the 1999A Bonds then Outstanding, includ-
ing, without limitation, foreclosure and mandamus and an action for specific performance of any
agreement contained in the Indenture.

Upon the occurrence of an Event of Default, if requested to do so by the Owners of at |east
25% in aggregate principal amount of Bonds then Outstanding and if indemnified as provided
herein, the Trustee shall exercise such one or more of the rights and powers conferred by the In-
denture as the Trustee, upon being advised by counsel, shall deem most expedient in the interests
of the Owners; provided that the obligation of the Trustee to accelerate the principal of the 1999A
Bonds shall be subject to the provisions set forth under the heading “ Remedies Upon Default”
above.

Remedies Not Exclusive

No remedy conferred in the Indenture upon or reserved to the Trustee isintended to be exclu-
sive of any other remedy in the Indenture, by any other agreement or by law provided or permitted,
but each such remedy shall be cumulative and shall be in addition to every other remedy given un-
der the Indenture or now or hereafter existing at law or in equity or by statute. Every power or
remedy given by the Indenture, any Mortgage, the Lease or any Site Lease, or to which the Trustee
may be otherwise entitled, may be exercised, concurrently or independently, from time to time and
as often as may be deemed expedient by the Trustee, and the Trustee may pursue inconsistent
remedies.

Limitation on Remedies

Notwithstanding anything to the contrary, no deficiency judgment upon foreclosure or exercise
of other remedies may be entered against the Issuer or the State (as L essee or otherwise) or any of
its political subdivisions, provided that the Lessee shall remain liable to pay Rentals for any period
that it uses, occupies and operates the L eased Property, and the Trustee shall be entitled to recover
such Rentals from the Lessee as provided in the Indenture.

No breach of any covenant or agreement in the Indenture or the Lease shall impose any general
obligation or liability upon, nor a charge against the general credit or taxing power of, the State (in
its capacity as Lessee or otherwise) or any of its political subdivisions.

Waivers of Events of Default

The Trustee may in its discretion waive any Event of Default under the Indenture and its conse-
guences and rescind any declaration of maturity of principal of and interest on the 1999A Bonds,
and shall do so upon the written request of the Owners of more than 50% in aggregate principal
amount of al Bonds then Outstanding, subject to the provisions of the Indenture.

Rights and Remedies of Owners of the 1999A Bonds

Except in the case of a falure of the Trustee to accelerate payment of principal of the
1999A Bonds pursuant to the provisions of the Indenture described under the heading “ Remedies
Upon Default” above, no Owner of any Bond shall have any right to institute any suit, action or
proceeding in equity or at law for the enforcement of the Indenture or for the execution of any trust
thereof or the enforcement of any Mortgage or for the appointment of areceiver or any other rem-
edy under the Indenture or under any Mortgage, unless (a) a default has occurred of which the
Trustee has been notified, or of which it is deemed to have notice, (b) such default has become an
Event of Default and the Owners of at least 25% in aggregate principal amount of Bonds then Out-
standing have made written request to the Trustee and have offered it reasonable opportunity either
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to proceed to exercise the powers granted in the Indenture or to institute such action, suit or pro-
ceeding in its own name, (c) such Owners have offered to the Trustee indemnity as provided for in
the Indenture and (d) the Trustee thereafter has failed or refused to exercise the powers granted in
the Indenture or to institute such action, suit or proceeding in its own name or in the name of such
Owners. Anything in the Indenture to the contrary notwithstanding, the Owners of a majority in
aggregate principal amount of the 1999A Bonds then Outstanding shall have the right, at any time,
by an instrument or instruments in writing executed and delivered to the Trustee, to direct the
method and place of conducting all proceedings to be taken in connection with the enforcement of
the terms and conditions of the Indenture or the Mortgages or for the appointment of areceiver or
any other proceedings under the Indenture; provided that such direction shall not be otherwise than
in accordance with the provisions of law, the Indenture and any applicable Mortgage.

Limitations Of Liability
Limitations of Liability of Issuer

The Trustee and the Owners agree to ook solely to the Trust Estate, including the Leased
Property and the Revenues, for the payment of the obligations of the Issuer under the Indenture.
However, nothing contained in the Indenture shall limit, restrict or impair the rights of the Owners
of the 1999A Bonds or the Trustee to exercise all rights and remedies provided under the Inden-
ture, the Mortgages, the Lease or any Site Lease or otherwise realize upon the Trust Estate and the
Trustee may join the Issuer and the Lessee and their officers, trustees, agents and employees, in
their capacities as officers, trustees, agents and employees of the Issuer or the Lessee, as defen-
dantsin any legal action it undertakesto enforce its rights and remedies under the Indenture.

Limitations of Liability of L essee

Nothing in the Indenture shall be construed to require the L essee to appropriate any money for
the performance of any obligation under the Indenture or under the Lease. No provision of the In-
denture shall be construed or interpreted as creating a general obligation or other indebtedness of
the State (in its capacity as Lessee or otherwise) or any political subdivision of the State within the
meaning of any constitutional or statutory debt limitation. Neither the execution, delivery and per-
formance of the Lease nor the issuance of the 1999A Bonds directly or indirectly obligates the Les-
see to make any payments under the Indenture or under the L ease beyond those appropriated for
the Lessee' s then current Fiscal Y ear or to pay the Option Price or any portion thereof.

Supplemental Indentures; Waivers
Supplemental Indentures Without Consent of the Owners of the 1999A Bonds

The Issuer and the Trustee from time to time and at any time with the prior written consent of
the Lessee, but without the consent of or notice to any Owners and subject to the restrictions con-
tained in the Indenture, may enter into an indenture or indentures supplemental thereto and that
shall thereafter form a part thereof for any one or more or al of the following purposes:

() to add to the covenants and agreements to be observed by, and to surrender any right or
power reserved to or conferred upon, the Issuer;

(b) to subject to the lien of the Indenture additional Property and Revenues hereafter ac-
quired by the Issuer and intended to be subjected to the lien of the Indenture and to correct and
amplify the description of any Property and Revenues subject to the lien of the Indenture;

(c) to permit the qualification of the Indenture under the Trust Indenture Act of 1939, as
amended, or any similar Federal statute hereafter in effect;

(d) to cure any ambiguity or cure, correct or supplement any provision contained in the In-
denture or in any Supplemental Indenture that may be defective or inconsistent with any other
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provision contained in the Indenture or in any Supplemental Indenture or to make such other
provisions in regards to matters or questions arising under the Indenture or any Supplemental
Indenture as shall not adversely affect in amaterial way the interest of any Owner;

(e) to comply with any additional requirements necessary to maintain the excludability from
gross income for Federal income tax purposes of interest on the 1999A Bonds; or

(f) to authorize the issuance of Additional Bonds and provide the terms therefor, including
such provisions as are necessary in connection with the terms required to issue Variable Rate
Bonds.

Waivers and Consents by Owners; Supplemental Indentures with Owners’ Consent

Upon the prior written waiver or consent of the Owners of at least 66 2/3% in aggregate princi-
pa amount of the 1999A Bonds then Outstanding, (a) the Issuer may take any action prohibited, or
omit the taking of any action required, by any of the provisions of the Indenture or any Supple-
mental Indenture, or (b) the Issuer and the Trustee may enter into an indenture or indentures sup-
plemental thereto for the purpose of adding, changing or eliminating any provisions of the Inden-
ture or of any Supplemental Indenture thereto or modifying in any manner the rights and obliga-
tions of the Owners of the 1999A Bonds and the Issuer; provided that no such waiver or supple-
mental indenture shall (i) impair or affect the right of any Owner to receive payments or prepay-
ments of the principal of, and premium, if any, and interest on, such Owner’s Bond, as provided
therein and in the Indenture, without the consent of such Owner, (ii) permit the creation of any
Lien with respect to any of the Trust Estate, without the consent of the Owners of all the 1999A
Bonds at the time Outstanding, (iii) effect the deprivation of the Owner of any Bond of the benefit
of the liens of the Indenture or any Mortgage upon all or any part of the Trust Estate without the
consent of such Owner, (iv) reduce the aforesaid percentage of the aggregate principal amount of
Bonds, the Owners of which are required to consent to any such waiver or supplemental indenture
pursuant to the Indenture, without the consent of the Owners of all of the 1999A Bonds at the time
Outstanding or (v) modify the rights, duties or immunities of the Trustee without the consent of the
Trustee and the Owners of al of the 1999A Bonds at the time Outstanding.

Amendment Of Lease And Site L eases
Amendmentsto Lease or Site Leases Not Requiring Consent of Owners

The Issuer and the Lessee may, with the prior written consent of the Trustee, but without the
consent of or notice to the Owners, consent to any amendment, change or modification of the
Lease or any Site Lease as may be required () by the provisions of the Lease, any Site Lease or
the Indenture; (b) for the purpose of curing any ambiguity or formal defect or omission in the
Lease or any Site Lease; (¢) in order to more precisely identify the Leased Property or any portion
thereof or to add additional or substituted improvements or properties acquired in accordance with
the Lease, any Site Lease or the Indenture; (d) in connection with any other change in the Lease or
any Site Lease that, in the judgment of the Trustee, does not adversely affect in a material way the
interests of the Trustee or any Owner; (€) for the purposes of complying with additional require-
ments necessary to maintain the excludability from gross income for Federal income tax purposes
of interest on the 1999A Bonds or (f) in connection with the issuance of Additional Bonds, in-
cluding such provisions as are necessary to provide for Variable Rate Rentals.

Amendmentsto Lease or Site Leases Requiring Consent of Owners
Except for the amendments, changes or modifications described in the preceding paragraph,
neither the Issuer nor the Trustee shall consent to any other amendment, change or modification of

the Lease or any Site L ease without the prior written approval or consent of the Owners of not less
than 66 2/3% in aggregate principal amount of the 1999A Bonds at the time Outstanding.
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THE LEASE
Term Of The Lease
Commencement of the Term of the L ease

The initid term of the Lease commenced as of September 1, 1994, and expired on
June 30, 1995 (the “Initial Term”), subject to the Lessee' s option to extend the term of the Lease
for 24 additional and consecutive one—year renewal terms commencing July 1, 1995, and afinal
renewal term commencing July 1, 2020, and ending May 16, 2021. The Lessee has exercised its
option to extend the term of the Lease and is currently in the fifth Renewal Term which expireson
June 30, 2000. The terms and conditions of the Lease during any Renewal Term shall be the same
asthe terms and conditions during the Initial Term, except that the Base Rentals will be as specified
in Schedul es attached to the Lease, as such Schedules may be revised as provided in the Indenture.

Each option shall be exercised automatically by the enactment into law of a State budget that
appropriates and allocates to or for the benefit of the Lessee for purposes of the Lease moneys suf-
ficient (after taking into account any moneys legally available for such purpose, including, but not
limited to, such moneys as may be legally available from non-apsing appropriations in the Fiscal
Y ear prior to such Renewal Term) to pay the Base Rentals (using for purposes of computing any
Variable Rate Rentals, a projected interest cost based upon the formula contained in the Supple-
mental Lease providing for such Variable Rate Rentals) and reasonably estimated Additional Rent-
als (calculated as provided in the Lease) for the next succeeding Renewal Term as provided in the
Lease. The enactment into law of such State budget, after compliance with the procedures required
by applicable law, shall automatically extend the term of the Lease for the succeeding Renewal
Term without any further action required by any official, officer or employee of the L essee or any
other Person.

The option to renew may not be exercised at any time during which an Event of Default or an
Event of Nonappropriation (except as otherwise provided in the Lease as described under the
heading “ Rental s Payable—Nonappropriation” below) has occurred and is then continuing under
any of the terms of the Lease; provided, however, that if the Event of Default complained of
(money payments excepted) is of such nature that the same is curable but not within the period al-
lowed for curing such Event of Default, then the right of the L essee to exercise the option to renew
shall not be suspended if the Lessee shall have promptly commenced within such period to comply
with the provisions of the Lease that shall have been breached by it and if and so long as the L essee
shall, with diligence and continuity, proceed to cure such Event of Defaullt.

Expiration or Termination of the Term of the Lease

The term of the Lease will expire or terminate, as appropriate, as to the Lessee' sright of pos-
session of the Leased Property as described in the next paragraph upon the first to occur of any of
the following events: (a) the expiration of any Renewal Term during which there occurs an Event
of Nonappropriation (which is not thereafter waived by the Trustee); (b) on the Optional Payment
Date on which the deposit is made of the purchase price by the Lessee for Leased Property to be
purchased pursuant to the Lease; (c) an Event of Default and a termination of the term of the Lease
as to the possessory interest of the Lessee as provided in the Lease; (d) discharge of the Indenture
as therein provided; or () May 16, 2021, which date constitutes the day following the last Bond
Payment Date of the final Renewal Term of the Lease, or such later date as all Rentals required un-
der the Lease and the 1999A Bonds shall be paid.

The expiration or termination of the term of the Lease as to the Lessee' sright of possession and
use of the Leased Property as described in the preceding paragraph shall terminate all obligations of
the Lessee thereunder (except to the extent that the Lessee incurred any obligation to pay Rentals
from moneys theretofore appropriated and available for such purpose) and shall terminate the Les-
see' s rights of use, occupancy and operation of the Leased Property (except to the extent of any
conveyance of the Leased Property to the Lessee purchased by the Lessee as provided in the Lease.
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All other terms of the L ease and the Indenture, including all obligations of the Trustee with respect
to the Owners of the 1999A Bonds and the receipt and disbursement of funds, shall be continuing
until the lien of the Indenture is discharged or foreclosed, as provided in the Indenture. The termi-
nation or expiration of the term of the Lease asto Lessee sright of possession and use shall not in
itself discharge the lien of the Indenture.

Rentals Payable

Rentals Payable-General

The Lessee shall pay the Base Rentals and the Additional Rentals (but shall not be entitled to
prepay or cause to be prepaid any such Base Rentals or Additional Rentals, except as otherwise
expressly provided in the Lease) in the amounts, at the times and in the manner set forth in the
Lease, said amounts constituting in the aggregate the total of the annual Rentals payable under the
Lease, asfollows:

(a) Base Rentals. The Lessee agrees, subject to the availability of appropriations of funds to
it therefor and other moneys legally available for the purpose, to pay to the Trustee for the ac-
count of the Lessee in arrears during each Renewal Term (i) the principal component of the
Base Rentals payable in annual installments on May 1 of each year as set forth in the Lease and
(i) interest component of the Base Rentals payable in installments on May 1 and November 1
of each year as set forth in the Lease. The Base Rentals shall be paid for the right to the use,
occupancy and operation of the Leased Property during the term of the Lease. The Lessee
agrees to pay the Base Rentals in accordance with the Base Rental Payment Schedule set forth
in the Lease as it may be revised from time to time by such amounts as are necessary to reflect
the redemption of the principal of Bonds (other than mandatory sinking fund redemptions) or
to pay the principal of and interest on Additional Bonds.

(b) Additional Rentals. In addition to the Base Rentals, and as part of the total Rentals dur-
ing the term of the Lease, the Lessee shall pay on atimely basis, but only from legally available
funds appropriated for such purposes or otherwise legally available therefor, to the parties enti-
tled thereto an amount or amounts (the “Additional Rentals’) for each Renewal Term, equiva
lent to the sum of the following:

(1) the annual fee of the Trustee for the ordinary services of the Trustee rendered and its
ordinary expenses incurred under the Indenture, any Mortgage and any Tax Certificate;

(ii) the reasonable fees and charges of the Trustee, any paying agent and any registrar
appointed under the Indenture with respect to the 1999A Bonds for acting as trustee, pay-
ing agent and registrar as provided in the Indenture;

(ii1) the reasonable fees and charges of the Trustee for extraordinary services rendered
and extraordinary expensesincurred by it as Trustee under the Indenture;

(iv) the reasonable fees and out—of—pocket expenses of the Lessor relating to the L eased
Property not otherwise required to be paid by the L essee under the terms of the Lease;

(v) the costs of maintenance, operation and repair with respect to the Leased Property
and utility charges as required under to the Lease and any coststo repair, rebuild or replace
the Leased Property as provided in to the Leasg;

(vi) the costs of casualty, public liability, property damage and workers' compensation
insurance as required under to the Lease and the costs related to any self—insurance carried
or required to be carried as provided in to the Lease;

(vii) the costs of taxes and governmental charges and assessments as required under to
the Lesse;
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(viii) an amount equal to any franchise, succession, capital levy or transfer tax, or any
income, excess profits or revenue tax, or any other tax, assessment, charge or levy (how-
ever denominated), if any shall ever become due, levied, assessed or imposed by the State
or any political subdivision thereof upon the Base Rentals payable under the L ease or the
Option Price (if paid) or upon the Leased Property, any portion thereof or any of the Reve-
nues,

(ix) any amount of interest required to be paid on any of the foregoing items as a result
of the Lessee’ s failure to pay any such items when due or any amount of interest required
to be paid pursuant to the L ease; and

(x) any additional payment required to be made pursuant to any Tax Certificate to
maintain the excludability from grossincome for Federal income tax purposes of interest on
any Bonds, together with an amount equal to all costs and expenses incurred by the I ssuer
to calculate or cause to be calculated the amount of any required payment, or otherwise to
comply with the provisions of any Tax Certificate.

(c) Prepayment of Base Rentals and Partial Redemption of Bonds. The Lease expressly re-
serves to the Lessee the right, and the Lessee is authorized by the Lease, to prepay Base Rent-
alsin addition to the Base Rental s otherwise payable under the L ease solely for the purpose of
redeeming a Series of Bonds in part pursuant to the Indenture. Such additional Base Rentals
shall be deposited into the Redemption Fund and applied to the redemption of the Series of
Bonds in part in the manner and to the extent provided in the Indenture. See “THE
1999A BONDS—Redemption Provisions For The 1999A Bonds” in the body of the OFFI-
CIAL STATEMENT to which this APPENDIX A is attached.

(d) Allocation of Base Rentals. Each payment of Base Rentals on aregularly scheduled
Base Rental Payment Date shall be allocated and applied to each of the portions of the Base
Rentals relating to the leasing of the respective Facilities as part of the Leased Property as pro-
vided in the L ease (each such portion being the “ Amortization Payments” with respect to itsre-
lated Facility) in the respective amounts set forth in the Base Rental Payment Schedul e attached
to the Lease. A partial payment of such Base Rentals on aregularly scheduled Base Rental
Payment Date shall be allocated pro rata among such payments and shall be treated as a corre-
sponding reduction to the amount payable with respect to each Facility. Prepayments of Base
Rentals in part to effect a partial redemption of a Series of Bonds as described in paragraph
(c) above shall be applied to areduction of Base Rentals in the same manner as such Series of
Bonds are redeemed in part and shall be allocated either (i) to the Amortization Payments for
the Facilities or (ii) pro rata among the Amortization Payments for all Facilities financed by
such Series of Bonds.

(e) Reductionsto Option Price. The allocation of payments and prepayments of Base Rent-
alsto Amortization Payments for a Facility as provided in the L ease shall reduce correspond-
ingly the Option Price for that Facility.

Covenant to Request Appropriations

During the term of the Lease, the L essee covenants and agrees (i) to include in its annual ap-

propriation request, or to cause to be included in the annual appropriation request of those State
Bodiesto which all or any portion of the Leased Property is subleased as permitted by the L ease,
to the Governor of the State for inclusion in the Governor’s budget submitted to the Legislature, a
request or requests for the amount necessary (after taking into account any moneys then legally
available for such purpose) to pay the Base Rentals and reasonably estimated Additional Rentals
for the Leased Property during the next succeeding Renewal Term, (ii) to submit a copy of such
request or requests for appropriation to the Utah Legislative Fiscal Analyst and (iii) to take such
further action (or cause the same to be taken) as may be necessary or desirable to assure that the
final budget submitted to the Legislature for its consideration seeks an appropriation of moneys
sufficient to pay such Base Rentals and Additional Rentals for each such Renewal Term.
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To effect the covenants described in the preceding paragraph, the Lessee has in the Lease di-
rected the Director to include in each such request submitted to the Governor and to cause to be in-
cluded in the annual appropriation request of those State Bodies to which al or any portion of the
Leased Property is subleased, items for all payments required for the ensuing Renewal Term under
the Lease. The Lessee expressesits intention in the Lease that the decision to renew or not to renew
the term of the Lease isto be made solely by the Legislature at the time the Legislature considers
for adoption the final budget for each of the Fiscal Y ears of the State and corresponding Renewal
Terms under the Lease, and not by any official or officials of the Lessee or any State Body, acting
in his, her or their respective capacity as such. The Lessee covenants and agrees that it shall not
amend, modify or otherwise change the appropriations made in any finally adopted budget for the
payment of any Rentals without the express prior approval of the Legidature.

In the event that any Rentals to be paid by the Lessee to the Trustee are insufficient to pay any
Base Rentals payable under the Lease or principal of or interest on the 1999A Bonds when due, the
L essee shall request that the Governor submit a request to the Legidature to appropriate additional
funds to the Lessee or to any State Body that is subleasing a portion of the Leased Property for the
payment of increased Rentals as authorized by Section 63-9a-8 of the Act.

Limitations on Liability

Nothing in the Lease shall be construed to require the Legislature to appropriate any money to
pay any Rentals or the Option Price or any portion thereof. If the Lessee failsto pay any portion of
the Rentals that are due under the Lease or an Event of Default under the Lease or an Event of
Nonappropriation occurs, the Lessee shall immediately (but in no event earlier than the expiration
of the Initial Term or the then current Renewa Term for which the Lessee has paid or appropriated
moneys sufficient to pay all Rentals due for such Renewal Term, in the case of an Event of Non-
appropriation) quit and vacate the Leased Property in accordance with the schedule therefor pro-
vided by the Lessee to the Trustee in accordance with the Lease, and its obligation to pay any Rent-
als (except for Rentals theretofore appropriated and then available for such purpose) shall there-
upon cease. Neither the State (in its capacity as Lessee or otherwise) nor any political subdivision
thereof is obligated to pay any Rentals due to the Lessor or the Option Price or any portion thereof.

Should the Lessee fail to pay any portion of the required Rentals and then fail immediately to
quit and vacate the L eased Property, the Trustee in accordance with the Indenture or any Mortgage
may immediately bring legal action to evict the Lessee from the Leased Property (but not for money
damages except as provided in the Lease and in the Indenture) and commence proceedings to fore-
close the lien of the Indenture and any Mortgage pursuant to their respective provisions. The Les-
see agrees, to the extent permitted by law, to pay as damages for its failure immediately to quit and
vacate the Leased Property upon termination of the Initial Term or the then current Renewal Term,
as the case may be, of the Leasein violation of the terms thereof and Section 63—9a-8 of the Act an
amount equal to the Base Rentals otherwise payable during such period prorated on adaily basis
and any reasonable Additional Rentals attributable to such period on the basis of the services pro-
vided.

Nothing in the Lease shall be construed to provide the Trustee or any Owners with any re-
course against any Facilities or any portion thereof released from the security interests and lien un-
der the Lease and under the Indenture and any Mortgage pursuant to the Lease. No judgment may
be entered against the State (in its capacity as Lessee or otherwise) or any political subdivision of
the State for failure to pay any Rentals or the Option Price or any portion thereof, except to the ex-
tent that the L essee has theretofore incurred liability to pay any such Rentals through its actual use,
occupancy and operation of the Leased Property, or through its exercise of an option that renews
the Lease for an additional Renewal Term for which moneys have been appropriated, or is other-
wise obligated to pay such Rentals pursuant to the Lease.

The Rentals constitute current expenses of the Lessee, and the Lessee’ s obligations hereunder

are from year—to—year only and do not constitute a mandatory payment obligation of the Lesseein
any ensuing Fiscal Y ear beyond the then current Fiscal Year. No provision of the Lease shall be
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construed or interpreted as creating a general obligation or other indebtedness of the State or any
political subdivision of the State within the meaning of any constitutional or statutory debt limita-
tion. Neither the 1999A Bonds nor the obligation to pay Rentals under the L ease constitute or give
rise to ageneral obligation or liability of, or a charge against the general credit or taxing power of,
the State or any political subdivisions thereof. Neither the execution, delivery and performance of
the Lease nor the issuance of the 1999A Bonds directly or indirectly obligates the L essee to make
any payments under the L ease beyond those appropriated for the Lessee’ sthen current Fiscal Y ear.

Nonappropriation

In the event that sufficient funds (i) are not appropriated in the duly enacted State budget by the
June 1 next preceding the beginning of any Renewal Term for the payment of the Base Rentals on
the Base Rental Payment Dates and reasonably estimated Additional Rentals payable during such
Renewal Term, or (ii) are otherwise not legally available for such purpose, then an Event of Non-
appropriation shall be deemed to have occurred under the Lease. The Trustee shall declare an Event
of Nonappropriation on any earlier date on which the Trustee receives an Officer’s Certificate from
an Authorized L essee Representative to the effect that the Legislature has determined by official
action not to renew the term of the Lease for the next succeeding Renewal Term and, absent receipt
of such Officer’s Certificate and if an Event of Nonappropriation has otherwise occurred under the
Lease, the Trustee shall give written notice to the L essee of any Event of Nonappropriation on or
before July 1 next succeeding the expiration of the term of the Lease or such later date as the Trus-
tee determines to be in the best interest of the Owners. Any failure of the Trustee to give such
written notice to the L essee will not prevent the Trustee from declaring an Event of Nonappropria
tion or from taking any remedial action that would otherwise be available to the Trustee under the
Lease or under the Indenture or any Mortgage. An Event of Nonappropriation shall also be deemed
to have occurred if, during any Renewal Term, any Additional Rentals shall become due for which
moneys were not appropriated in the duly enacted budget, or that exceed the amount for those Ad-
ditional Rentals included in such budget, and funds are not legally available (including funds le-
gally available for such purpose under the Indenture) to the Lessee to pay such Additional Rentals
by the earlier of June 30 of the then current Renewal Term or 90 days after the date on which such
Additiona Rentals are due.

The Trustee may waive any Event of Nonappropriation that is cured by the Lessee within area
sonabletimeif, in the Trustee’ s judgment, such waiver isin the best interests of the Owners of the
1999A Bonds. After June 30 of each year during the term of the L ease the Trustee shall not waive
any Event of Nonappropriation that results from sufficient funds not being appropriated in the duly
enacted budget for the payment of the Base Rentals that would be payable during the next suc-
ceeding Renewal Term unless the Trustee has reason to believe that appropriate officials of the
Lessee and the State are diligently pursuing appropriations by the Legislature to pay such Base
Rentals on atimely basis and that a delay in declaring an Event of Nonappropriation, under the cir-
cumstances, isin the best interests of the Owners of the 1999A Bonds. If an Event of Nonappro-
priation shall occur, the Lessee shall not be obligated to make payment of the Base Rentals or Ad-
ditional Rentals provided for in the Lease beyond the last day of the Renewal Term during which
such Event of Nonappropriation occurs, except for the Lessee’ s obligation to pay Rentals that are
payable prior to the termination of the Lease. The Lessee shall continue to be liable for the amounts
payable pursuant to the L ease during such time when the L essee continues to use, occupy and op-
erate the Leased Property.

The Trustee shall, upon the occurrence of an Event of Nonappropriation and foreclosure of the
lien of the Indenture or any Mortgage, have all rights and remedies to take possession of the
Leased Property as trustee for the benefit of the Owners of the 1999A Bonds and shall be further
entitled to all moneys then on hand in all funds and accounts created under the Indenture. All prop-
erty, funds and rights acquired by the Trustee upon the termination of the L essee’ s possessory in-
terests under the Lease by reason of an Event of Nonappropriation shall be held by the Trustee un-
der the Indenture for the benefit of the Owners of the 1999A Bonds until the principal of, and pre-
mium (if any) and interest on, the 1999A Bonds are paid in full.
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Upon the occurrence of an Event of Nonappropriation (which is not waived) or an Event of
Default (which is not waived), the Lessee shall have all responsibility for vacating the Leased
Property and shall vacate the Leased Property immediately following such occurrence. Within
10 days after the occurrence of an Event of Nonappropriation or an Event of Default, the Lessee
shall provide the Trustee with a timetable for vacating the L eased Property, which timetable shall
provide that the L essee shall completely vacate the Leased Property no later than June 30 of the
then current Renewal Term.

Acquisition, Construction And Financing Of The Projects

The Lessor shall complete or cause the completion of the Projects, all in accordance with the
applicable Project Documents. For this purpose, the Lessor has entered into the Agency Agreement
with the Lesseg, as the Lessor’ s agent, and may enter into amendments to such Agency Agreement
or enter into other Agency Agreements relating to Additional Facilities. The Lessor or its agent for
this purpose shall require the Contractor or Contractors who are or have been awarded the Project
Contract or Contracts to provide a faithful performance bond and a labor and material payment
bond satisfactory to the Lessor or such agent conditioned upon substantial completion of the re-
spective Projects as expeditiously as reasonably possible from the date of execution of the Lease
and also conditioned upon delivery of possession of the Leased Property to the L essee free and
clear of al liens and encumbrances, except Permitted Encumbrances, easements and restrictionsin
the record title accepted by the Lessee.

In the event that a Project is not completed as described above under the caption “ THE IN-
DENTURE—Revenues And Funds—Completion of the Projects; Delivery of Completion Certifi-
cate,” asevidenced by delivery of a Completion Certificate with respect to such Project, the Trustee
shall, upon 30 days' written notice to the Lessee, be authorized, but not required, to compl ete the
Project from any moneys then remaining in the Project Account related to such Project.

If an Event of Nonappropriation or an Event of Default shall occur prior to the delivery of the
Completion Certificate for a Project, the moneys remaining in the Project Account relating to such
Project may be utilized by the Trustee to complete such Project or, upon termination of the term of
the Lease as to the possessory interest of the Lessee, may be disbursed as provided in the Inden-
ture.

The Lessee covenants in the Lease, to the extent permitted by applicable law, to use other le-
gally available funds and to seek additional legally available funds to the extent necessary to com-
plete the Projects as required in the Lease, or to make certain design changes in the Projects (so
long as such changes do not cause the Leased Property to be used for purposes other than lawful
governmental purposes of the Lessee) to the extent necessary to complete the Projects with moneys
then available for such purposesin the respective Project Accounts.

Maintenance And Operation

The Lessee shall, at its own expense, maintain, manage and operate the L eased Property and all
improvements thereon in good order, condition and repair, and suffer no waste or injury to any of
the Leased Property, ordinary wear and tear excepted. The Lessee shall provide or cause to be pro-
vided all security service, custodial service, janitor service, power, gas, telephone, light, heating
and water, and al other public utility services. The Lessor, the Trustee and the Owners shall have
no obligation to incur any expense of any kind or character in connection with the management,
operation or maintenance of the Leased Property during the term of the Lease. The Lessee shall
keep the Leased Property and any and all improvements thereto free and clear of all liens, charges
and encumbrances, except those caused or consented to by the Trustee and Permitted Encum-
brances. The Lessee shall pay for all damage to the Leased Property, its fixtures and appurtenances
due to any act or omission or cause whatsoever.
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Insurance Provisions

The Lessee shall at al times maintain or cause to be maintained with responsible insurers all
such insurance on the L eased Property that is customarily maintained with respect to properties of
like character against accident to, loss of or damage to such properties. Notwithstanding the gener-
ality of the foregoing, the L essee shall not be required to maintain or cause to be maintained any
insurance that is not available from reputable insurers on the open market, except as required by the
Lease, or more insurance than is specifically referred to below.

The Lessee shall during any period of completing each Project and thereafter so long as the
L essee has possession of the Leased Property:

(i) Keep or cause to be kept a policy or policies of insurance against |oss or damage to the
L eased Property resulting from fire, lightning, vandalism, malicious mischief, riot and civil
commotion, and such perils ordinarily defined as “ extended coverage” and other perils asthe
Trustee and the L essee may agree should be insured against on forms and in amounts satisfac-
tory to each. Such insurance may be carried in conjunction with any other fire and extended
coverage insurance carried or required to be carried by the Lessee. Such extended coverage in-
surance shall, as nearly as practicable, also cover loss or damage by explosion, windstorm,
riot, aircraft, vehicle damage, smoke and such other hazards as are normally covered by such
insurance. Such insurance shall be maintained in an amount not less than the principal amount
of the then Outstanding Bonds or the full insurable value of the Leased Property (such value to
include amounts spent for completing the Projects and architectural, engineering, legal and ad-
ministrative fees, inspection and supervision but excluding value attributable to the sites on
which the Facilities are located), whichever amount is greater, subject to deductible conditions
for any loss not to exceed the lesser of $500,000 or the amount available at any time for such
deductible in the Risk Management Fund for any oneloss,

(if) Maintain or cause to be maintained public liability insurance against claims for bodily
injury or death, or damage to property occurring upon, in or about the L eased Property, such
insurance to afford protection to alimit of not less than $1 million combined single limit; pro-
vided, however, that nothing in the Lease shall be construed to require the Lessee to maintain
or cause to be maintained any such public liability insurance for amounts greater than the limi-
tations on such liability provided under the Utah Governmental Immunity Act, Chapter 30 of
Title 63 of the Utah Code. Such insurance may be maintained under an Owners, Landlords and
Tenants policy and may be maintained in the form of a minimum $1 million single limit policy
covering all such risks. Such insurance may be carried in conjunction with any other liability
insurance coverage carried or required to be carried by the L essee; and

(iii) Maintain or cause to be maintained workers' compensation coverage to the extent re-
quired by law.

All insurance provided for in the Lease shall be effected under policiesissued by insurers of
recognized responsibility, licensed or permitted to do business in the State, except as otherwise
provided in the Lease. The Lessee may, in its discretion, insure the Leased Property under blanket
insurance policies that insure not only the Leased Property but other properties as well, so long as
such blanket insurance policies otherwise comply with the terms of the Lease.

The Net Proceeds of fire and extended coverage insurance shall be deposited into the Insurance
Fund under the Indenture to be applied to rebuild, replace and repair the affected portion of the
L eased Property or redeem Outstanding Bonds as provided in the Lease. The Net Proceeds of
public liability and property damage insurance shall be applied toward extinguishment or satisfac-
tion of the liability with respect to which the Net Proceeds of such insurance shall have been paid.

Notwithstanding anything to the contrary in the Lease, any policies of insurance or any de-
ductible under any policies of insurance that the Lessee is required to keep or cause to be kept pur-
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suant to the Lease may be provided through the Risk Management Fund or other self-insurance
program of the State.

Taxes

The Lessor and the L essee understand and agree in the Lease that the Leased Property consti-
tutes public property free and exempt from al taxation in accordance with applicable law; provided,
however, that the L essor agrees to cooperate with the Lessee, upon written request by the L essee,
to contest any proposed tax or assessment, or to take steps necessary to recover any tax or assess-
ment paid. In the event that the L eased Property or any portion thereof or any portion of the Rent-
als shall, for any reason, be deemed subject to taxation, assessments or charges lawfully made by
any governmental body that may be secured by alien against the Leased Property or any portion of
the Rentals, an Additional Rental shall be paid by the Lessee equal to the amount of all such taxes,
assessments and governmental charges then due.

Alterations, Additions And Improvements

The Lessee shall have the right during the term of the Lease to make any aterations, additions,
replacements, renovations, rehabilitations or improvements of any kind, structural or otherwise, as
it shall deem necessary or desirable, on or to the Leased Property, to attach fixtures, structures or
signs, and to affix any personal property to the improvements on the L eased Property; provided,
however, that no such alteration, addition, replacement, renovation, rehabilitation or improvement
shall reduce or otherwise adversely affect the value of the Leased Property or the fair rental value
thereof or materially alter or change the character or use of the Leased Property or impair the ex-
cludability of interest on the 1999A Bonds from gross income of the Owners thereof for Federal
income tax purposes.

Except as described below, al such alterations, additions and improvements shall become the
property of the Lessor as a part of the Leased Property and shall be subject to the L ease and the
Indenture.

All of the Lessee’ s equipment and other personal property installed or placed by the Lesseein
or on the L eased Property that is not a fixture under applicable law or that is not paid for with the
proceeds of sale of the 1999A Bonds shall remain the sole property of the Lessee in which neither
the Lessor, the Owners of the 1999A Bonds nor the Trustee shall have any interest.

Damage Or Destruction; Condemnation

The Lessor and the Lessee agree in the Lease that it is the intent of the parties that, after the de-
livery of the Completion Certificate with respect to a Project, the risk of any loss arising out of any
damage, destruction or condemnation of the portion of the Leased Property represented by such
Project shall be borne by the Lessee and not by the Lessor or the Owners. The L essee covenants
and agrees that in the event of any such damage, destruction or condemnation, the L essee shall ei-
ther repair, rebuild or replace the affected portion of the Leased Property to essentially its same
condition before any such damage, destruction or condemnation or provide funds, either through
payment of the applicable Option Price, or otherwise, but in any event only from legally available
moneys for such purpose, necessary to redeem Bonds at the earliest practicable date in accordance
with the Indenture.

If, during the term of the Lease, (i) the Leased Property or any portion thereof shall be de-
stroyed, in whole or in part, or damaged by fire or other casualty or event; or (ii) title to, or the
temporary or permanent use of, the Leased Property or any portion thereof or the estate of the Les-
see, the Lessor or the Trustee in the Leased Property or any portion thereof shall be taken under the
exercise of the power of eminent domain by any governmental body or by any person, firm or cor-
poration acting under governmental authority; or (iii) amaterial defect in Construction of any of the
Facilities shall become apparent; or (iv) titleto or the use of al or any portion of the Leased Prop-
erty shall be lost by reason of adefect in title; then, subject to the provisions of the Lease, the Les-
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see shall continue to pay Base Rentals and Additional Rentals and to take such action as it shall
deem necessary or appropriate to repair, rebuild and replace the affected portion of the Leased
Property, regardless of whether the Projects, or any of them, have been completed and accepted by
the Lessee.

In accordance with the Indenture, the Trustee shall cause the Net Proceeds of any insurance
policies (including any moneys derived from the Risk Management Fund or other self-insurance
program), performance bonds or condemnation awards with respect to the L eased Property, or Net
Proceeds received as a consequence of defaults under Project Contracts (excluding liquidated dam-
ages) for the Projects, to be deposited into the Insurance Fund to be applied as provided in the
Lease and in the Indenture. Net Proceeds so deposited shall be applied to the prompt repair, resto-
ration, modification, improvement or replacement of the damaged or destroyed portion of the
Leased Property by the Lessee. The balance of any Net Proceeds remaining after the repair, resto-
ration, modification, improvement or replacement has been completed are to be deposited into the
appropriate Project Account in the Project Fund, if received prior to the applicable Completion Date
and, if received thereafter, are to be deposited into the Redemption Fund, except to the extent oth-
erwise required by a Tax Certificate. The Trustee shall cause the Net Proceeds of any liquidated
damages received as a consequence of adefault by a Contractor to complete a Project in atimely
fashion under the Construction Contract to be deposited into the Bond Fund.

If such Net Proceeds shall be insufficient to pay in full the cost of any such repair, restoration,
modification, improvement or replacement, the Lessee shall, within 90 days after the occurrence of
the event giving rise to such Net Proceeds, either:

(i) commence and thereafter complete the work and pay any cost in excess of the Net Pro-
ceeds, but only from Additional Rentals, in which case the L essee agrees that it will not be en-
titled to any reimbursement therefor from the Trustee or the Owners of the 1999A Bonds, nor
shall it be entitled to any diminution of the Base Rentals or Additional Rentals; or

(i) if thefailure to repair, rebuild or replace shall not materially detract from the value of the
L eased Property, then the Lessee may discharge its obligation to repair, rebuild or replace the
affected portion of the Leased Property by causing such Net Proceeds to be deposited into the
Redemption Fund for the purpose of causing the extraordinary optional redemption of all or
part of the 1999A Bonds, as appropriate, in accordance with the Indenture; or

(iii) apply or provide for the application of such Net Proceeds to the payment of the Option
Price applicable to the affected Facilities as of the next occurring Optional Payment Date, in
which case, if the Net Proceeds are insufficient to pay such Option Price, the L essee shall pay
or provide for the payment of such amounts as are necessary to equal the full Option Price ap-
plicable to such affected Facilities.

The Lessee agrees in the Lease that any repair, restoration, modification, improvement or re-
placement paid for in whole or in part out of such Net Proceeds shall be the property of the Lessor
subject to the Indenture, any relevant Mortgage and the Lease, and will be included as part of the
L eased Property subject to the L ease and the Indenture.

Assignments

Neither the Lease nor any interest of the Lessee therein or in the Leased Property shall, at any
time after the date of the Lease, without the prior written consent of the Trustee, be mortgaged,
pledged, assigned or transferred by the Lessee by voluntary act or by operation of law, or other-
wise, except as specificaly provided in the Lease. The Lessee shall at all timesremain liable for the
performance of the covenants and conditions on its part to be performed, notwithstanding any as-
signing, transferring or subletting that may be made.

The Lessee shall have the right, without notice to or consent of the L essor, the Trustee or any
Owner of Bonds, to further sublease or permit the use of any specified portion of the Leased Prop-
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erty (i) to or for the benefit of any State Bodies with respect to any of the Facilities, (ii) to or for the
benefit of any political subdivision or other governmental entity of the State and (iii) to any private
operator, manager or service provider on such basis, for such use and for such period as will not
impair the excludibility from gross income for federal income tax purposes of interest on the
1999A Bonds. No subleasing of the Leased Property shall relieve the L essee from its obligation to
pay Rentals as provided in the Lease or relieve the Lessee from any other obligations contained
therein. No such assignment or sublease may be made if the use of the portion of the Leased Prop-
erty represented by such subleased Facilities by the assignee or sublessee will affect the validity of
the Lease, change the character or use of the Leased Property to ones not then permitted by appli-
cable law or impair the excludability from gross income for federal income tax purposes of interest
on the 1999A Bonds.

Compliance With Environmental Laws

The Lessee covenants and agrees in the Lease to carry on the business and operations at the
L eased Property in a manner that compliesin all respects, and will remain in compliance, with al
Federal, State, regional, county or local laws, statutes, rules, regulations or ordinances concerning
public health, safety or the environment, but only to the extent applicable to the L essee.

Amendments, Changes And Modifications

Subject to certain limitations contained in the Lease, the Lessor and the L essee may make, from
time to time, without the consent of the Trustee or the Owners of the 1999A Bonds, such modifi-
cations, alterations, amendments or additions to, or deletions from, the sites on which any of the
Facilities are located as the Lessor and the L essee mutually agree to be necessary and desirable to
facilitate the use and devel opment by the L essee, its successors, permitted sublessees and assigns,
of such sites.

The Lease may be amended at any time by written agreement of the L essor and the L essee (re-
gardless of any assignments of the Lessor’ s interests), with the prior written consent of the Trus-
tee, but without notice to or the consent of the Owners of the 1999A Bonds pursuant to the Inden-
ture, (a) whenever, in the opinion of counsel satisfactory to the Trustee and the L essee, the con-
templated amendment is necessary to cause the Lease to comply with Utah law or to cause interest
on the 1999A Bonds to be or remain excludible from gross income for Federal income tax pur-
poses, (b) whenever the effect of such amendment is solely to add further, additional or improved
security to the rights of the Trustee and the Owners of the 1999A Bonds, (c) whenever the
amendment shall not prejudice in any material respect the rights of the Owners of the 1999A Bonds
then Outstanding or (d) otherwise for any of the purposes permitted by the Indenture. See “THE
INDENTURE—Amendment Of Lease And Site Leases’ above.

L essee’s Options To Purchase The L eased Property

The Lessee may, if no Event of Default has occurred and is then continuing under the Lease,
purchase the Leased Property or any portion thereof representing separate Facilities, subject to the
terms of the Lease, on each Optional Payment Date by delivering written notice during the term of
the Lease to the Trustee not |ess than forty—five (45) days prior to each Optional Payment Date in-
dicating the Lessee’ s intention so to purchase the Leased Property or a portion thereof representing
such Facilities.

The purchase price for the Leased Property in its entirety to be paid by the Lessee to exercise
the option granted in the Lease shall be an amount equal to (i) the Option Price applicable on such
Optional Payment Date as indicated on the Option Price Schedule, plus interest on the 1999A
Bonds to the Optional Payment Date, premium on the 1999A Bonds applicable on such Optional
Payment Date, if any, and fees and expenses that must be paid to retire the then Outstanding
Bonds, (ii) all costs of transferring title to the Leased Property to the Lessee and (iii) all other rea-
sonable costs and expenses incidental thereto.
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The purchase price for a portion of the Leased Property representing separate Facilities shall be
an amount equal to (i) the portion of the Option Price applicable to such Facilities on such Optiona
Payment Date as indicated in the Option Price Schedul e attached to the Lease, plus the portion of
interest on the 1999A Bonds allocable to such Facilities to the Optional Payment Date, premium (if
any) on the 1999A Bonds to be prepaid from amounts deposited to pay such purchase price and
fees and expenses related to a partial redemption of the then Outstanding Bonds, (ii) all costs of
releasing the lien of the Indenture and the applicable Mortgage with respect to, and transferring title
to, the Facilities to be purchased to the Lessee and (iii) all other reasonable costs and expensesin-
cidental thereto. Nothing in the Lease shall be construed to create any obligation of the Lessee to
purchase the Leased Property or any such separate Facilities.

Events Of Default; Remedies
Events of Default Defined
Any of thefollowing shall be an “Event of Default” under the Lease:

(a) Failure by the Lessee to pay any Base Rentals required to be paid under the Lease with
respect to the 1999A Bonds at the times specified therein as the respective due dates therefor; or

(b) Failure by the Lessee to pay any Additional Rentals during the term of the Lease for a
period of 30 days after written notice specifying such failure and requesting that it be remedied
shall be received by the Lessee from the Trustee; or

(c) Failure by the Lessee to vacate the L eased Property by the expiration of the Initial Term
or any Renewal Term during which an Event of Nonappropriation occurs; or

(d) Failure by the Lessee to observe and perform any covenant, condition or agreement in
the Lease on its part to be observed or performed, other than as referred to in the Lease, for a
period of 60 days after written notice, specifying such failure and requesting that it be reme-
died, shall have been given to the Lessee by the Trustee, unless the Trustee shall agree in writ-
ing to an extension of such time prior to its expiration; provided, however, that if the failure
stated in the notice cannot be corrected within the applicable period, the Trustee will not unrea-
sonably withhold its consent to an extension of such timeif corrective action isinstituted by the
L essee within the applicable period and diligently pursued until the default is corrected; or

(e) Any representation or warranty (i) made by the Lessee or by the Lessor pursuant to the
Lease or (ii) contained in any certificate delivered in connection with the Lease, shall proveto
have been false or mideading in any material respect when made; or

() The entry of an order or decree in any court of competent jurisdiction enjoining or re-
straining any of the Projects or enjoining, restraining or prohibiting the L essee from consum-
mating the transactions contemplated by the Lease, which order or decree is not vacated and
which proceedings are not discontinued within 60 days after the granting of such order or de-
cree.

The foregoing provisions of the L ease are subject to the following limitations: (i) the obliga-
tions of the L essee to make payments of the Base Rentals and the Additional Rentals shall be sub-
ject to the provisions of the Lease with respect to an Event of Nonappropriation; and (ii) if, by rea-
son of Force Majeure (defined below), the Lessee shall be unable in whole or in part to carry out
any agreement on its part contained in the Lease (other than the obligations of the Lessee to pay
Base Rentals and Additional Rentals), the Lessee shall not be deemed in default during the continu-
ance of such inability. The Lessee agrees, however, to remedy with all reasonable dispatch the
cause or causes preventing the Lessee from carrying out its agreement; provided, however, that the
settlement of strikes, lockouts and other disturbances shall be entirely within the discretion of the
L essee.



The term “Force Majeure” means the following: acts of God; strikes, lockouts or other distur-
bances; acts of public enemies; orders of any kind of the government of the United States of
Americaor the State or any of their respective departments, agencies or officials, or any civil or
military authority; insurrections; riots; epidemics; landslides; lightning; earthquakes; fire; storms;
floods; washouts; droughts; arrests; restraints of government and people; civil disturbances; explo-
sions; partial or entire failure or unavailability of utilities; or any other cause or event not reasona-
bly within the control of the Lessee.

Remedies on Default

Upon the occurrence and continuance of any Event of Default under the Lease or an Event of
Nonappropriation, the Trustee shall give notice to the Lessee to vacate the Leased Property imme-
diately (but in no event earlier than the expiration of the then current Renewa Term for which the
Lessee has paid or appropriated moneys sufficient to pay all Rentals due for such Renewal Term,
in the case of an Event of Nonappropriation) and shall, without any further demand or notice, (i)
terminate the L ease or the Lessee’' s possessory rights under the L ease (without otherwise termi-
nating the Lease), re—enter the Leased Property and gect al parties therefrom, and relet the Leased
Property or commence proceedings to foreclose on and liquidate, relet or sell the Leased Property;
(i) exercise any of the remedies provided to the Trustee upon the occurrence of an Event of Default
under the Indenture or any applicable Mortgage as the Trustee shall determine to be in the best in-
terests of the Owners; or (iii) take any action at law or in equity deemed necessary or desirable to
enforce its and the Owners' rights with respect to the Leased Property and the Lessee.

Upon the termination of the term of the Lease or the L essee’ s possessory interests in the Lease
by reason of an Event of Nonappropriation or an Event of Default, all moneys then held in any
fund or account under the Indenture and any Net Proceeds received on any foreclosure, liquida-
tion, reletting or sale shall be held by the Trustee for the benefit of the Owners of the 1999A Bonds
(and applied from time to time as provided in the Indenture). Notwithstanding anything in the
Lease to the contrary, the Trustee shall be entitled to relet the Leased Property for such period (not
exceeding the term of any applicable Site Lease) asis necessary for the Trustee to obtain sufficient
moneys to pay in full the principal of, and premium (if any) and interest on, the 1999A Bonds, and
the obligations of the Trustee with respect to the Owners of the 1999A Bonds and the receipt and
disbursement of funds shall be continuing until the liens of the Indenture and the Mortgages are
discharged as provided in the Indenture and the M ortgages except as aresult of foreclosure.

The Trustee shall give preferencein liquidating, reletting or selling the Leased Property (subject
to the Site L eases) provided therein to those lessees or buyers of the L eased Property whose use or
ownership of the Leased Property would preserve the excludability from grossincome for Federal
income tax purposes of interest on the 1999A Bonds.

Limitations on Remedies

With the sole exception of the obligation of the Lessee to pay Base Rentals and Additional
Rentals attributable to any period during which the Lessee shall actually use, occupy and operate
the Leased Property, or for which the Legislature has appropriated funds for such purpose, no
judgment requiring the payment of money not subject to the lien of the Indenture may be entered
against the Lessee by reason of any Event of Default or an Event of Nonappropriation under the
Lease. In the event the term of the Leaseis terminated as aresult of an Event of Default or an Event
of Nonappropriation, no deficiency judgment may be entered against the L essee, except as other-
wise expressly herein provided with respect to the Lessee’ s actual use, occupancy and operation of
the Leased Property. The Lessee shall not be under any obligation in respect to any creditors,
shareholders or security holders of the Lessor (including the Owners of the 1999A Bonds), and no
remedy or other provision herein or in the Indenture or in any Mortgage provided shall be con-
strued to provide any such remedy or to create or impose any such obligation.
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STATE FACILITIESMASTER AGENCY AGREEMENT

The following is asummary of certain provisions of the State Facilities Master Agency Agree-
ment. Reference is hereby made to the actual State Facilities Master Agency Agreement for acom-
plete recital of itsterms. Copies of the State Facilities Master Agency Agreement may be obtained
from the Trustee.

The Lessor under the State Facilities Master Agency Agreement appoints the Agent as its exclu-
sive agent for the purpose of acquiring and constructing or causing the acquisition and construction
of the Facilities pursuant to the Project Documents and in accordance with the terms of the L ease.
The Agent, as agent for the Lessor for such purpose, assumes all rights, liabilities, duties, and re-
sponsibilities of the Lessor regarding supervision of the acquisition and construction of such Fa-
cilities as are granted to or imposed upon the Lessor pursuant to the Lease. The Agent agreesto
supervise acquisition and construction of such Facilities in a manner to assure that, upon final
completion thereof, the Facilities shall be free and clear of all liens and encumbrances that may
arise in connection with the work performed on the Facilities and will be acceptable to the Agent in
its capacity as Lessee under the Lease for its use and occupancy during the term of the Lease. The
Agent is authorized by the State Facilities Master Agency Agreement to execute and deliver the
Project Documents, including without limitation collatera assignments thereof in favor of the
Trustee.

PROPOSED AMENDMENTS TO THE INDENTURE AND THE LEASE
Proposed Amendments To The Indenture

The Fifth Supplemental Indenture of Trust entered into by the Authority in conjunction with the
issuance of the 1998A Bonds contains proposed amendments to the Indenture that, anong other
things, permit the creation of a security interest for the benefit of the Trustee in Additional Facilities
consisting of avariety of persona property (including, without limitation, vehicles and equipment)
that may be financed under the Indenture, and makes conforming changes to the condemnation,
remedy and termination provisions of the Indenture to reflect the personal property nature of such
Additional Facilities. In order to finance Additional Facilities consisting of personal property, the
amendments further provide that the Authority may issue Additional Bonds without regard to the
requirement to provide title insurance, if the Authority submits to the Trustee a certificate stating
that such Additional Facilities or portions thereof to be financed or refinanced are of such a nature
that obtaining title insurance thereon isimpractical or impossible.

The proposed amendments also provide that the Authority may issue Additional Bonds to fi-
nance or refinance Additional Facilities or portions thereof pursuant to the Indenture without sub-
jecting such Additional Facilities or portions thereof to any additional Mortgages or supplementsto
existing Mortgages and without providing title insurance thereon, if the Authority submits to the
Trustee a certificate stating and demonstrating that (a) the Additional Facilities or portions thereof to
be financed or refinanced are of such a nature that would make an additional Mortgage or a sup-
plement to an existing Mortgage impractical and (b) the value to the Lessee of the Facilities and
Additional Facilities or portions thereof that are subject to Mortgagesis sufficient to secure al Out-
standing Bonds and the Additional Bonds to be issued.

The proposed amendments broaden the definition of “ Excepted Property” to include Additional
Facilities in which the Trustee has not been given alien or security interest as provided in the rele-
vant Supplemental Indenture.

Proposed Amendmentsto the L ease
The Fifth Amendment to the L ease entered into by the Authority in conjunction with the issu-

ance of the 1998A Bonds contains proposed amendments to the Lease that, among other things,
make conforming changes to the condemnation, remedy and termination provisions of the Inden-
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ture applicable to Additional Facilitiesthat consist of personal property. The proposed amendments
also provide that, notwithstanding any other provisions of the L ease to the contrary, in the event
that alien on or a security interest in, any Facility congtituting a portion of the Leased Property has
not been granted to the Trustee under a Mortgage, the L essee shall not be required to surrender,
quit or vacate such Facility under any circumstance except as otherwise required by the Act.
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APPENDIX B

GENERAL PURPOSE FINANCIAL STATEMENTSOF THE STATE OF UTAH
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

The General Purpose Financiad Statements of the State for the Fisca Year Ended
June 30, 1998 are contained herein. Copies of current and prior financial reports are available
upon request from the contact person as indicated under “INTRODUCTION—Contact Persons’
above.

The Government Finance Officers Association of the United States and Canada (“GFOA™)
have awarded a Certificate of Achievement for Excellence in Financial Reporting to the State for its
Comprehensive Annua Financial Report for the fourteenth consecutive year, beginning with Fiscal
Y ear Ended June 30, 1985 through Fiscal Y ear Ended June 30, 1998.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an eas-
ily readable and efficiently organized comprehensive annual financial report whose contents con-
form to program standards. Such reports must satisfy both generally accepted accounting princi-
ples and applicable legal requirements. A Certificate of Achievement isvalid for a period of one
year only.

The Sate’'s Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 1999
must be completed under State law by December 31, 1999.

(The remainder of this page has been intentionally |eft blank.)
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UTAH STATE AUDITOR

INDEPENDENT STATE AUDITOR'S REPORT

To the Members of the Legislature
of the State of Utah and

The Honorable Michael O. Leavitt
Governor, State of Utah

We have audited the accompanying general-purpose financial statements of the State of Utah as of and for the
year ended June 30, 1998. These general-purpose financial statements are the responsibility of the State's
management. Our responsibility is to express an opinion on these general-purpose financial statements based
on our audit. We did not audit the financial statements of Utah Public Employees Group Insurance, which
represents 26 percent of the assets and 55 percent of the operating revenues of the internal service funds; the
Utah State Retirement Office, which represents 79 percent of the assets of the trust and agency funds; the
Workers’ Compensation Fund of Utah, which represents 36 percent of the assets and 70 percent of the operating
revenues of the proprietary component unit funds; and the College of Eastern Utah, Dixie College, Salt Lake
Community College, Southern Utah University, Utah Valley State College, Weber State University, Utah State
University’'s research foundation, and the University of Utah’s hospital, foundations, and institutes, which
combined represent 30 percent of the assets and 40 percent of the revenues and other additions of the college
and university component unit funds. Those financial statements were audited by other auditors whose reports
have been furnished to us, and our opinion, insofar as it relates to the amounts included for those agencies, funds,
and component units, is based on the reports of the other auditors.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the general-purpose financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the general-purpose financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
general-purpose financial statement presentation. We believe that our audit and the reports of other auditors
provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of other auditors, the general-purpose financial statements
referred to above present fairly, in all material respects, the financisbpax the State of Utah as of June 30,

1998, and the results of its operations, the cash flows of its proprietary fund types and nonexpendabt trust f

the changes in net assets of its pension twmts and investment trust fund, and the changes in fund balances

and current funds revenues, expenditures, and other changes of the college and university funds for the year then
ended in conformity with generally accepted accounting principles.

As discussed in Note 2 to the general-purpose financial statements, the State changed its acstboultiof
and financial reporting for investments and deferred compensation plans.

UTAH STATE AUDIT
November 13, 1998



STATE OF UTAH

COMBINED BALANCE SHEET
ALL FUND TYPES, ACCOUNT GROUPS, AND
DISCRETELY PRESENTED COMPONENT UNITS

June 30, 1998 (Expressed in Thousands

Governmental Fund Types Proprietary Fund Types

Specid Capital Debt Internal

Generd Revenue Projects Service Enterprise Service

Assets
Cash and Cash Equivalents (Note 3) ......... $ 117,054 $ 193,648 $ 32,570 $ 17,482 $ 60,484 $ 104,303
Investments (Notes 1, 3,15) . ................. 163,3% 425,601 62,8 11,8 92,50 161,10t
Receivables: (Note 1)

Accounts (Note 15) . . . ...... ... ... .. wu.. 221,4@ 119,08 16 26 9,297 11,99
Notes/Mortgages . . . . ..., 169,0% 9,838 — — 655,7% 307,4@
Accrued Interest ......... ... ... . 1,624 — — — 13,80 10,45
Accrued Taxes ..............cooiiuinn.... 182,881 161,99 — — — —
Unbilled . ............ .. ... ... ... ... .... — 5,519 — — — —

Due From Other Funds (Note 5) ... ............ 24,441 59,93 3,151 52 2,081 12,47
Due From Component Units (Note 5) .......... — — 19,18 — — —
Due From Primary Government (Note 5) .. ... ... — — — — — —
Advancesto Other Funds .................. 23,4% 203 — — 160 —
INVeNtories . . ... i 870 9,5% — — 11,661 2,446
PrepaidIltems . .. ........ .. ... ... .. ... ... — — — — 788 1,081
DeferredCharges . ........ ... ... . — — — — 3,30 —

Deferred Compensation Plan Assets (Note 16) . . . — — — —
Fixed Assets — net, where applicable,

of accumulated depreciation (Note 1, 6) . ... . — — — — 31,17 60,877
Amount Available in Debt Service Fund ........ — — — — — —
Resources to be Provided in Future Years For:

Retirement of General Obligation Bonds . . . . . . — — — — — —

Other General Long-Term Obligations ....... — — — — — —

Total ASSEtS . . oot $ 904,220 $ 985,292 $ 117,664 $ 29,365 $ 881,143 $ 672,075
Liabilities, Equity, and Other Credits
Liabilities:
Vouchers Payable ........................ $ 147,412 $ 120,676 — $ — $ 11,201 $ 12,458
Contracts Payable ......................... — — 18,481 — 543 —
Accrued Liabilities .. ............ ... .. ..., 40,738 10,5 — 21,48 30,146 3,219
Securities Lending Liability (Note 3) .. ......... — — — — — 32,55
Deposits . . ... — — — — — —
Due to Other Funds (Note 5) . . ............... 10,28 83,238 1,48 311 6,591 26,223
Due to Component Units (Note 5) ............. — — — — — 152
Due to Primary Government (Note 5) .......... — — — — — —
Due to Other Individuals or Groups . . .. ........ — — — — — —
Due to Other Taxing Units . . . ................ — — — — — —
Deferred Revenue . ........... ... ... ... ..... 29,282 16,26 5,82 — 5,55 918
Advances From Other Funds . . . .............. — — — — — 23,8
Policy Claim Liabilities . .................... — — — — — 87,88
Policyholder Dividends Payable . .. ............ — — — — — —
Notes Payable (Note 8) . . .................... — — — — — 325
General Obligation Bonds Payable (Note 8) . .. .. — — — — — —
Revenue Bonds Payable (Note 8) .. ............ — — — — 625,64 8,715
Leave/Postemployment Benefits (Notes 1, 8).... 156,72 45,967 — — — —
Deferred Compensation Plan Liability (Note 16) . . — — — — — —
Total Liabilities 384,5D 276,63 25,79 21,78 679,63 196,16

Equity and Other Credits:
Contributed Working Capital ............... — — — — 50,423 294,70
Investment in Fixed Assets . ................. — — — — — —
Net Unrealized Gains on Investments . ........ — — — —

Retained Earnings . ............ ... . ....... — — — — 151,0¢/ 181,13
Fund Balances:

Reserved (Note 9) ....................... 371,3% 519,23 113,2® 7,187 — —

Unreserved Designated (Note 9) . . ........... 138,938 153,63 — 380 — —

Unreserved Undesignated ................. 9,48 35,7& (21,349 — — —

Total Equity and Other Credits . ... ........ 519,7@ 708,63 91,86 7,567 201,49 475,90

Total Liabilities, Equity, and Other Credits .. ...... $ 904,220 $ 985,292 $ 117,664 $ 29,365 $ 881,143 $ 672,075

The accompanying notes are an integral part of the financial statements.
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Fiduciary Total Total

Fund Types Account Groups (Memorandum Only) Component Units (Memorandum Only)
General General Primary Government College Reporting Entity
Trust and Fixed Long-Term and Proprietary
Agency Assets Obligation June 30,1998 June 30, 1997  University Funds June 30, 1998 June 30, 1997
$ 1,034,965 $ — $ — $ 1,560,506 $ 2,636,917 $ 46533 $ 68509 $ 1,675548 $ 2,720,431
14,472,184 — — 15,389,42 11,629,18 924,96 1,065,5& 17,379,943 13,327,543
114,428 — — 476,12 351,35 216,68 9,790 702,55 595,95
— — — 1,142,123 1,040,2a 71,3@ 840,36 2,053,807 1,926,6D
29,482 — — 55,32 64,6 7,786 23,0 86,215 91,6%
8,873 — — 353,704 313,38 — — 353,7%4 313,38
— — — 5,519 42N — — 5,519 4.2%
27,600 — — 129,75 99,38 — — 129,75 112,09
— — — 19,156 8,841 — — 19,156 8,841
— — — 0 0 152 — 152 200
— — — 23,80 180 — — 23,80 180
— — — 24,571 25,461 23,99 5 48,575 48,986
— — — 1,80 1,1 13,18 1,841 16,89 14,48
— — — 3,310 3,640 — 24,83 28,204 25,49
2,699 — — 2,69 171,28 14,83 — 17,52 188,8®
8,840 1,326,72 — 1,427,58 1,320,92 2,414,58 14,756 3,856,949 3,517,4®
— — 7,567 7,567 13,89 — — 7,567 13,8a
— — 1,201,99 1,201,99 366,73 — — 1,201,99 366,73
— — 237,80 237,80 248,30 — — 237,80 248,30

$ 15,699,071 $ 1,326,742 $ 1,447,316 $ 22,062,888 $ 18,299,775 $ 3,733,942 $2,048,749 $ 27,845579 $ 23,525,388

$ 38209 $ — 3 — $ 329956 $ 286365 $ 65977 $ 8584 $ 404517 $ 368,104
— — 29,43 48,48 47,8% 37,638 — 86,09 84,016

— — — 106,15 67,89 40,58 36,18 182,86 131,9D
1,223,260 — — 1,255,7% 1,301,7® — — 1,255,7% 1,301,79
41 — — 41 60 29,58 18,70 48,28 43,46

1,598 — — 129,75 99,38 — — 129,75 112,09

— — — 152 200 — — 152 200

— — — 0 0 19,1% — 19,1% 8,841

24,509 — — 24,50 23,88 5,18 — 29,697 28,38
58,407 — — 58,407 2,003,173 — — 58,407 2,003,18
308 — — 58,08 52,99 19,47 6,98 84,58 80,367

— — — 23,800 180 — — 23,80 180
316,821 — — 404,68 396,78 — 463,17 867,79 842,95
— — — 0 0 — 40,49 40,49 17,6%

— — — 3% 0 10,458 2,518 13,2% 10,65

— — 1,202,3D 1,202,3D 367,1® — — 1,202,3D 367,10

— — 21555 849,97 834,63 208,35 1,100,92 2,159,19 2,015,8@

— — — 202,79 191,02 42,88 — 245,64 229,35

2,699 — — 2,69 171,28 14,83 — 17,52 188,8®
1,665,852 0 1,447 3B 4,697,748 5,844,539 493,96 1,677,48 6,869,149 7,834,983
— — — 3452 331,52 — 3,98 349,19 335,40

— 1,326,72 — 1,326,72 1,236,4% 2,159,090 — 3,486,649 3,208,98

— — — 0 0 — 5,390 5,391 28,768

— — — 332,19 305,951 — 361,92 694,10 584,36
14,293,284 — — 15,304,217 10,652,49 676,79 — 15,981,00 11,192,348
— — — 292,94 218,79 375,88 — 668,76 603,28
(260,065) — — (236,213 (289,94) 27,5 — (208,635 (262,656
14,033,219  1,326,72 0 17,365,146 12,455,28 3,240,03 371,28 20,976,48 15,690,498

$ 15,699,071 $ 1,326,742 $ 1,447,316 $ 22,062,888 $ 18,299,775 $ 3,733,942 $2,048,749 $ 27,845579 $ 23,525,388
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STATE OF UTAH

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS

For the Fiscal Year Ended June 30, 1998

Governmental Fund Types

(Expressed in Thousands)

Specid Capital Debt
Generd Revenue Projects Service
Revenues:
Unrestricted:
SAlES TAX . ot ettt $ 1,251,379 $ 8,654 $ — $ —
Individual Income Tax . . . ............ ..., — 1,377,494 — —
Corporate Tax . . .o v vi i — 196,25 — —
Motor and Special Fuel Tax . ................. — 290,08 — —
Licenses, Permits,andFees . .. ................. 14,42 69,572 — —
Investmentincome .. ......... .. ... .. 15,411 27,62 — —
Miscellaneous Taxesand Other .. ............... 162,483 485 — —
Total Unrestricted . . . .......... ... ... .... 1,443,6% 1,970,18 0 0
Restricted:
Restricted Sales Tax .. ......... ...t 9,911 17,96 — —
Federal Contractsand Grants . . . . ............. 1,037,649 345,09 — —
Departmental Collections . . .................. 144,09 30,13 — —
AeronautiCs . . ... ..o — 22,7@ — —
Federal Mineral Lease ............... ... ... 33,48 — — —
Intergovernmental Revenues ................. — — 72,36 —
Investmentincome . .............. .. ... ... 13,27 51 4,90 502
Premiums/Employer Taxes . . .................. — — — —
Restricted Taxes (Note 1) . ... ................. 12,661 28,038 — —
Miscellaneous . . ......... .. . 47,382 28,277 250 10,29
Total Restricted . . . ....... ... .. ... .. ...... 1,298,32 472,268 77,5% 10,8
Total Revenues . ........... ..ttt 2,742,069 2,442,489 77,58 10,8
Expenditures:
Current:
General Government . ........... . ... .. 230,09 — — —
Human Services . ............ ..., 300,3D — — —
COrrections . ...t 143,8@ — — —
Health and Environmental Quality . . ............ 845,1F — — —
Higher Education ........................... 18,70 — — —
Natural RESOUrCeS . . . ... oo 88,520 — — —
Business, Labor, and Agriculture . .. ............. 42,180 243 — —
Community and Economic Development ......... 70,4% 2,401 — —
Employment and Family Services .............. 285,6@ — — —
PublicEducation . ............. ... ... .. ...... — 1,676,6® — —
Transportation and Public Safety . .. ........... 87,7(8 1,038,52 — —
Trust Administration and Distributions . ... ....... — — — —
Leave/Postemployment Benefits .. .............. 21,64 (76) — —
CapitalOutlay . .. ... — — 200,9» —
Debt Service:
Principal Retirement . .. .......... ... .. ... ... — — — 75,19
Interest and Other Charges . . . .. .............. — — — 55,95
Total Expenditures . .. ........... .. ... ...... 2,134,1% 2,717,78 200,9» 131,05
Excess Revenues Over (Under) Expenditures . ... ...... 607,91 (275,307 (123,327 (120,273
Other Financing Sources (Uses):
Proceeds of Revenue Bonds/Contracts . .. .......... 954 — — —
Proceeds of General Obligation Bonds ............. 8,761 851,08 58,23 —
Proceeds of RefundingBonds . . . ................. — — — —
Payment to Refunded Bond Escrow Agent .......... — — — —
Operating Transfers In (Note 12) . . ... ........... 176,8% 161,146 53,70 113,88
Operating Transfers Out (Note 12) ................ (219,312 (238,296 (3,929 —
Operating Transfers to Component Units (Note 12) . . . (463,272 — — —
Total Other Financing Sources (Uses) .. ........ (496,013 773,93 108,08 113,88
Excess Revenues and Other Sources Over
(Under) Expenditures and OtherUses . . ............ 111,88 498,627 (15,249 (6,423
Beginning Fund Balances ......................... 416,53 210,08 107,16t 13,89
Adjustments To Beginning Fund Balances (Note 2) . . . (485 — (53 99
Beginning Fund Balances as Adjusted . . ... .......... 416,051 210,08 107,11 13,99
Residual Equity Transfers (Note 12) .. .. ............. (8,252 — — —
Ending FundBalances . .. ..., $ 519,700 $ 708,653 $ 91,865 $ 7,567

The accompanying notes are an integral part of the financial statements.
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Fiduciary

Total

Fund Types (Memorandum Only)
Expendable
Trust June 30, 1998 June 30, 1997
$ — $ 1,260,033 $ 1,259,961
— 1,377,494 1,237,32
— 196,25 191,99
— 290,08 214,78
— 83,99 64,48
— 43,038 20,811
— 162,98 129,74
0 3,413,88 _3,119,08
— 27,816 0
7,397 1,390,1% 1,322,5B
— 174,28 163,768
— 22,7@ 24,89
— 33,4% 34,11
— 72,36 38,73
81,645 100,39 61,846
110,332 110,32 109,7%
— 40,69 3,316
57,509 143,677 188,49
256,88 2,115,9@ 194746
256,883 5,529,79 5,066,549
12,590 242,6D 259,431
20,144 320,45 525,74
— 143,8@ 136,711
21,996 867,138 833,78
131 18,9 24,0%
1,150 89,6@ 94,6
5,770 48,18 43,50
1,798 74,656 87,854
89,081 374,68 82,08
315 1,676,98 1,651,5%
— 1,126,2% 669,04
16,402 16,4@ 0
— 21,56 31,6®
— 200,92 182,13
— 75,19 70,19
— 55,95 30,461
169,377 5,353,2B 4,722,7®
87,506 176,5® 343,78
— 954 54,35
— 918,0@ 20,18
— 0 5,472
— 0 (5,468
705 506,33 387,782
(13,597) (475,139 (361,123
— (463,272 (442,909
(12,892) 486,96 (341,828
74,614 663,40 193
369,044 1,116,6@ 1,127,04
171,503 171,06t 0
540,547 1,287,738 1,127,046
(2,583) (10,835 (12,35)
$ 612,578 $ 1,940,363 $ 1,116,664
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STATE OF UTAH

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES — BUDGET AND ACTUAL (BUDGETARY BASIS)
GENERAL FUND, SPECIAL REVENUE FUNDS, AND DEBT SERVICE FUND

For the Fiscal Year Ended June 30, 1998

(Expressed in Thousands)

General Furd
Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
Unrestricted:
SaleS TaX . . oot $ 1,280,027 $ 1,251,769 $ (28,258)
Individual Income Tax ............. i, — — 0
Corporate TaX . . .ottt e — — 0
Motor and Special Fuel Tax . ............ ... ... . .. .. — — 0
Licenses, Permits,and Fees ............ ... .. ........ 15,510 14,43 (1,079
Investmentincome . ........... ... ... 15,00 15,741 74
Miscellaneous Taxesand Other . .. .................... 147,1% 162,48 15,338
Total Unrestricted . . . .......... .. 1,457,692 1,444,42 (13,269
Restricted:
Restricted Sales Tax . .. ... 9,911 9,911 0
Federal Contractsand Grants . . . ...................... 1,055,856 1,055,856 0
Departmental Collections . . . ......................... 152,864 152,838 29
Higher Education Dedicated Credits . . . . .............. 162,2% 162,2(% 0
ACroNaULiCS . . . .. oo — — 0
Federal MineralLease ............. ... 31,5@M 33,4% 1,9%
Investmentincome . .......... ... .. 11,148 13,27 2,04
Restricted Taxes . . .. ..ot 12,661 12,661 0
Miscellaneous . . . ... . 213,38 214,14 826
Total Restricted . ....... ... ... 1,649,48 1,654,32 4,924
Total REVENUES . . . . .ottt 3,107,149 3,098,7% (8,349
Intrafund Eliminations . . .. ........ ... ... . (356,729
Total Revenues GAAPBasis . ...................... 2,742,064
Expenditures:
Current:
General Government . .. ...t 246,78 233,58 13,19
HUmMan ServiCes . ... e 441,68 434,556 7,121
COITECHIONS . . ..o e 147,02 144,33 2,68
Health and Environmental Quality . . ................... 903,7M 887,56 16,13
Higher Education . ......... ... . . ... i 643,98 643,38 655
Natural RESOUICES . . . . . oot e 107,18 91,92 15,224
Business, Labor, and Agriculture . ... ......... .. ... . ... 49,307 42,59 6,77
Community and Economic Development ............... 86,515 71,38 15,117
Employment and Family Services . . .. ......... .. ..... 289,714 288,97 787
Public Education . . . ... . — — 0
Transportation and Public Safety ... ................... 89,58 88,1% 1,451
Leave/Postemployment Benefits . ....................... 21,64 21,64 0
Debt Service:
Principal Retirement . . ......... ... ... ... ... . .. .. ... — — 0
Interestand OtherCharges . . ... ......... ... ot — — 0
Total Expenditures . .. ........... i 3,027,04 2,947,92 79,112
Higher Education and Trust Appropriated
Expenditures Included as Transfers . ... ................ 457,04 (457,047
Intrafund Eliminations . . .. ........ ... ... . (356,729
Total Expenditures GAAPBasis . .................... 2,134,1%
Excess Revenues Over (Under) Expenditures . ... ............ 537,18 607,91 70,768
Other Financing Sources (Uses):
Proceeds of Revenue Bonds/Contracts . . .. ................ 94 954 0
Proceeds of General ObligationBonds . . .................. 8,761 8,761 0
Operating TransfersIn (Note 12) . . .. .. ...... ... .. ... ..., 176,8% 176,8% 0
Operating Transfers Out (Note 12) ...................... (219,312 (219,312 0
Operating Transfers to Component Units (Note 12) ......... (463,272 (463,272 0
Total Other Financing Sources (UseS) . .. ............. (496,013 (496,013 0
Excess Revenues and Other Sources Over
(Under) Expenditures and OtherUses . . .................. 41,13 111,88 70,768
Beginning Fund Balances ... ......... ... ... . i 416,53 416,53 0
Adjustments to Beginning Fund Balances (Note 2) ... ....... (485 (485 0
Beginning Fund Balances as Adjusted . . ... ................. 416,05t 416,05t 0
Residual Equity Transfers (Note 12) . ... .......... ... ... ... (8,252 (8,252 0
Ending Fund Balances . ............. .. $ 448,932 $ 519,700 $ 70,768

The accompanying notes are an integral part of the financial statements.
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Special Revenue Funds Debt Service Fund

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)

$ 8,677 $ 8,654 $ (23) $ — $ — $ O
1,323,274 1,377,494 54,22 — — 0
187,914 196,25 8,361 — — 0
297,950 290,08 (7,869 — — 0
67,292 69,572 2,280 — — 0
18,041 27,62 9,581 — — 0
3,304 485 (2,819 — — 0
1,906,452 1,970,18 63,7% 0 0 0
17,905 17,96 0 — — 0
345,09 345,09 0 — — 0
49,917 50,4% 520 — — 0
— — 0 — — 0
22,762 22,7@ 0 — — 0
— — 0 — — 0
51 51 0 502 502 0
28,038 28,08 0 — — 0
33,597 33,59 0 10,29 10,29 0
497,369 497,88 520 10,80L 10,8QL 0
2,403,821 2,468,07 64,2% 10,80L 10,80 0

(25,626) —

2,442,483 10,8
— — 0 — — 0
— — 0 — — 0
— — 0 — — 0
— — 0 — — 0
— — 0 — — 0
— — 0 — — 0
243 243 0 — — 0
— — 0 — — 0
2,684 2,400 283 — — 0
1,723,208 1,685,74 37,49 — — 0
1,163,796 1,055,1@ 108,69 — — 0
(76) (76) 0 — — 0
— — 0 75,10 75,19 0
— — 0 55,95 55,95 0
2,889,855 2,743,388 146,471 131,056 131,06 0

(25,626) _

2,717,758 131,056

(486,034) (275,307 210,77 (120,279 (120,274
— — 0 — — 0
851,084 851,08t 0 — — 0
161,146 161,146 0 113,88 113,88 0
(238,564) (238,296 263 — — 0
— — 0 — — 0
773,666 773,931 268 113,88 113,88 0
287,632 498,67 210,9% (6,423 (6,423 0
210,026 210,058 0 13,89 13,89 0
— — 0 99 99 0
210,026 210,058 0 13,99 13,99 0
— — 0 — — 0
$ 497,658 $ 708,653 $ 210,995 $ 7,567 $ 7,567 $ 0
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STATE OF UTAH

COMBINED STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN RETAINED EARNINGS/FUND BALANCES — ALL PROPRIETARY FUND TYPES,
NONEXPENDABLE TRUST FUND, AND DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 1998 (Expressed in Thousands)
Fiduciary
Proprietary Fund Types Fund Types
Non-
Internal expendable
Enterprise Service Trust
Operating Revenues:
Investment Earnings . . . ... ..o $ 8,633 $ 14,344 $ 29,091
Liquor:
Sales ... 102,8% — —
Licenses, Permits,andFees .......................... 1,06 — —
Charges for Services/Premiums/Royalties . .. .............. 26,23 294,84 12,547
Interest on Notes/Mortgages . . . . ... 49,238 7,00 —
Federal Reinsurance and Allowances . .. .................. 29,49 — —
Miscellaneous . . . .. ... . 582 — —
Total Operating Revenues ........................ 218,05 316,244 41,638
Costof Goods Sold .. ......... .. . 74,5% — —
Gross Profit. ...... .. . 143,489 316,24 41,638
Operating Expenses:
Administration . ......... .. 39,35 30,45 —
Materials and ServicesforResale . ....................... — 41,1D —
Grants . .. e 539 — —
Paymentson Loan Guarantees . . ............... ... 22,52 — —
Rentalsand Leases . . ...t 1,038 3,15 —
Maintenance . ... ...t e 482 11,2% —
Interest . . ... . 32,43 587 —
Depreciation . .......... ... e 1,30 17,468 —
BenefitClaims . ............ . — 162,80 —
Policyholder Dividends . . .. .......... i — 6,254 —
Supplies and Other Miscellaneous . ...................... 92 33,16 —
Total Operating EXpenses . . . ..., 98,557 306,364 0
Total Operating Income (LOSS) . . . ..o it 44,923 9,880 41,63
Non-Operating Income (Expenses):
InvestmentEarnings . . . ... . 1,44 — —
Federal Grants/Returns . ... ...t (14,019 207 —
Gain (Loss) on Sale of Fixed Assets . . .................... 5) 193 8,02
Tax ReveNnUesS . . ... ... 2,00 9,811 —
Other (EXPENSES) . . . oot — — —
Total Non-Operating Income (Expenses) . ............ (20,5509 10,211 8,02
Income (Loss) Before Operating Transfers 34,33 20,09 49,79
Operating TransfersIn (Note 12) . . .. .. ... ... ... . ... 61 522 —
Operating Transfers From Primary Government (Note 12) .. .. — — —
Operating Transfers Out (Note 12) ...................... (26,709 (5,077 —
NetIncome (LOSS) . ..ot iie 7,78 1553 49,73
Beginning Retained Earnings/Fund Balances ................ 140,456 165,53 132,83
Adjustment to Beginning Retained Earnings/

Fund Balances (Note 2) . .............c it 341 55 23,69
Beginning Retained Earnings/Fund Balances as Adjusted . . . ... 140,7% 165,59 156,52
Residual Equity Transfers (Note 12) . .............. ... ..... 2,583 — —
Ending Retained Earnings/Fund Balances . ... ............... $ 151,067 $ 181,130 $ 206,262

The accompanying notes are an integral part of the financial statements.
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Total Proprietary Total

(Memorandum Only) Fund Types (Memorandum Only)
Primary Government Component Reporting Entity
June 30, 1998 June 30, 1997 Units June 30, 1998 June 30, 1997
$ 52,068 $ 30,630 $ 117,501 $ 169,569 $ 100,192
102,876 95,9% — 102,86 95,9%
1,026 768 — 1,06 768
333,668 303,40 119,92 453,6D 435,92
56,247 49,93 62,65 118,92 110,8®
29,490 26,19 — 29,49 26,19
582 463 2,1% 2,78 2,872
575,95 507,32 302,33 878,24 772,8%4
74,5% 68,97 — 74,5% 68,97
501,3@ 438,3® 302,33 803,6% 703,88
69,772 61,23 29,361 99,13 85,446
41,120 40,818 — 41,10 40,818
539 218 — 539 218
22,522 19,577 — 22,52 19,577
4,213 3,671 — 4,213 3,671
11,778 10,517 541 12,319 11,09
33,026 29,6 65,59 98,586 93,760
18,769 17,82 2,90 21,68 21,45
162,840 160,64 90,58 253,38 269,7%
6,254 1,704 40,0 46,251 18,916
34,088 32,18 712 34,80 32,99
404,92 378,03 229,58 634,5G 597,63
96,441 60,38 72,78 169,19 106,1%
1,434 1,357 637 2,071 1,921
(13,812) 397 70 (13,749 1,13%
8,280 765 — 8,28 765
11,851 1,4@ — 11,880 1,4@
0 0 (489 (489 (699
7,753 3,921 223 7,97 4,529
104,194 64,264 72,972 177,16 110,72
583 622 — 583 622
0 0 6,270 6,270 2,7%
(31,783) (27,28) — (31,783 (27,28)
72,994 37,6 79,22 152,23 86,79
438,787 400,58 278,42 717,19 629,80
24,095 0 4,28 28,38 0
462,882 400,58 282,60 745,52 629,80
2,583 598 — 2,58 598
$ 538,459 $ 438,787 $ 361,912 $ 900,371 $ 717,199
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STATE OF UTAH

COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPES, NONEXPENDABLE TRUST FUND, AND

DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 1998

(Expressed in Thousands)

Fiduciary
Proprietary Fund Types Fund Types
Non-
Internal expendable
Enterprise Service Trust
Increase (Decrease) in Cash and Cash Equivalents:
Cash Flows from Operating Activities:
Receipts from Customers/Loan Interest/Fees/Premiums/Royalties . . .$. 183,724 $ 185,466 $ 10,993
Receipts from Loan Maturities . . .. ........ ... ... i 116,75 13,04 —
Receipts of Federal Reinsurance and Allowances . ................. 31,33 — —
Receipts from State Customers . . . ... . i 8,93 109,95 —
Student Loan Disbursements Received from Lenders . ... ... ...... 170,98 — —
Student Loan Disbursements Sentto Schools . .. .................. (171,102 — —
Payments to Suppliers/Claims/Grants . . .. ....................... (91,847% (244,713 —
Disbursements for Loans Receivable ........................... (174,328 (22,232 —
Paymentson Loan Guarantees . . . ...ttt (23,759 — —
Payments for Employee Services and Benefits . . .................. (20,862 (30,149 —
Payments to State Suppliers . ............ e (531 (9,923 7
Payments of Sales, School Lunch, and Premium Taxes ............. (17,378 — —
Payments of Policyholder Dividends . .......................... — — —
Net Cash Provided (Used) by Operating Activities . . .. ......... 11,95 1,48 11,0®
Cash Flows from Noncapital Financing Activities:
Borrowings Under RevolvingLoans . ................ v, 2,717 7,518 —
Repayments Under RevolvingLoans ........................... (3,878 (16,079 —
Receipts from Bonds, Notes, Advances, and Deposits ............ 90,90 24,120 —
Payments of Bonds, Notes, Advances,

Deposits, and Retained Earnings .. ............. ... (73,470 (11,169 —
Interest Paid on Bonds, Notes, and FinancingCosts . .. ............. (34,133 (609 —
Other Noncapital Financing Revenues . . .............. ... ....... 2,040 8,871 —
Operating Transfers In from Other Funds . ...................... 61 522 —
Operating Transfers In from Primary Government . . ... ............ — — —
Operating Transfers Outto Other Funds . ....................... (26,709 (5,079 —
Equity Transfers Infrom Other Funds . ......................... 2,583 7,25 —
Equity Transfers Qutto Other Funds . .......................... (878 (539 —

Net Cash Provided (Used) by Noncapital Financing Activities . . . . . (40,769 14,84 0

Cash Flows from Capital and Related Financing Activities:
Proceeds from Bond and Note Debt Issuance/Grants . .. ............ 5,000 — —
Proceeds from Disposition of Capital Assets . ... ................. 19 1,841 8,02
Principal Paid on Debt and Contract Maturities . . ................. (349 — —
Acquisition and Construction of Capital Assets . . ................. (8,277 (23,180 (237
Interest Paid on Bonds, Notes, and Capital Leases . . ............... (459 — —
Contributed Capital Transfers In from OtherFunds . ............... 2,46 — —
Net Cash Provided (Used) by Capital and
Related Financing Activities . . . ............. .. i (1,659 (21,339 7,8%
Cash Flows from Investing Activities:
Proceeds from the Sale and Maturity of Investments . . . ............ 293,78 26,1480 6,931
Receipts of Interest and Dividends from Investments . . . ............ 9,573 13,13 52,70
Payments to Purchase Investments . . .. ......... . ... ... . ....... (274,111 (27,669 (8,083
Net Cash Provided (Used) by Investing Activities . . . ............ 29,28 11,65 51,638
Net Increase (Decrease) in Cash and Cash Equivalents ........... (1,249 6,611 70,48
Beginning Cash and Cash Equivalents . . . ......................... 61,738 97,62 72,08
Ending Cash and Cash Equivalents . .. ............ ... ..., $. 60,484 $ 104,303 $ 142,501

The accompanying notes are an integral part of the financial statements.
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Total Proprietary
(Memorandum Only) Fund Types (Memorandum Only)
Primary Government Component Reporting Entity
June 30, 1998 June 30, 1997 Units June 30, 1998 June 30, 1997
$ 380,183 $ 351,631 $ 175,457 $ 555,640 $ 543,293
129,817 116,338 188,18 318,00 238,00
31,337 26,1% — 31,3% 26,1%
118,894 117,4% 52@®@ 124,0% 122,10
170,981 156,38 — 170,98 156,38
(171,101) (156,329 — (171,103 (156,329
(336,560) (315,177 (76,179 (412,739 (390,100
(196,560) (169,082 (209,547 (406,107 (338,845
(23,754) (18,63) — (23,759 (18,63)
(51,006) (44,289 (21,505 (72,51) (63,51)
(10,447) (20,329 — (10,44% (20,329
(17,378) (16,700 (9,099 (26,472 (24,159
0 0 (15,203 (15,203 (29,789
24,406 27,4@ 37,324 61,70 44,38
10,235 40,59 843 11,08 41,05
(19,948) (33,502 (163 (20,113 (33,580
115,020 72,7% 324,39 439,30 319,890
(84,630) (22,549 (270,533 (355,163 (369,864
(34,737) (30,959 (65,417 (100,159 (109,858
10,911 2,011 136 11,04 2,93
583 622 — 583 622
0 0 6,270 6,270 2,75
(31,783) (27,28) — (31,783 (27,28)
9,841 13,4% — 9,841 13,4%
(1,412) (1,857 — (1,412 (1,857
(25,920) 13,33 (4,519 (30,439 (161,838
5,001 988 — 5,000 983
9,952 8,349 38 9,990 8,483
(349) (283 (74 (423 (509
(31,694) (27,499 (2,309 (34,003 (31,193
(454) (280 4 (458 (299
2,406 753 — 2,40 753
(15,138) (17,969 (2,349 (17,487% (21,7779
326,858 325,79 946,046 1,272,9@ 913,38
75,516 31,62 57,48 133,04 88,055
(309,862) (315,160 (994,747 (1,304,609 (809,412
92,512 42,272 8,79 101,3® 191,95
75,860 65,038 39,28 115,18 52,62
231,428 166,39 29,258 260,60 208,0¥
$ 307,288 $ 231,428 $ 68,509 $ 375,797 $ 260,679
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STATE OF UTAH

COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES, NONEXPENDABLE TRUST FUND, AND
DISCRETELY PRESENTED COMPONENT UNITS

Continued
For the Fiscal Year Ended June 30, 1998 (Expressed in Thousands)
Fiduciary
Proprietary Fund Types Fund Types
Non-
Internal expendable
Enterprise Service Trust
Reconciliation of Total Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:
Total Operating INCome (LOSS) . . ..o oot e e e e $ 44,923 $ 9,880 $ 41,638
Adjustments to Reconcile Total Operating Income (LosS)
to Net Cash Provided (Used) by Operating Activities:
Depreciation Not Requiring Cash . . ........... ... ... ... .... 1,300 17,4® —
Provision for Uncollectible Accounts . . ............ ... ... .... — — —
Interest Expense for Noncapital and Capital Financing ........... 31,838 587 —
Revenue from Non-Operating Investment and Other Activities.. . . (2,889 (14,365 (29,09)
Miscellaneous Gains, Losses, and Other ltems
Not RequiringCash .. ... ... ... . ... . . . . . 2,65 2 —
Changes in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable/Due

FromOtherFunds . .......... ... .. . i, 558 (5,639 (1,602
(Increase) Decrease in Accrued Interest/Notes Receivable . ... .. (68,0689 (10,089 48
(Increase) Decrease in Inventories . . ............. ... ...... (849 19% —
(Increase) Decrease in Prepaid Items . . . .. ................. 47 (293 —
(Decrease) Increase in Vouchers Payable/Accrued Liabilities/

Due to Other Funds/Dividends Payable . .. ................ 2,82 2,2% 7
(Decrease) Increase in Deferred Revenue/Deposits . ... ....... (376 (212 —
(Decrease) Increase in Policy Claim Liabilities . . ............ — 1,357 —
(Decrease) Increase in Notes Payable . .. .................... — 325 —

Net Cash Provided (Used) by Operating Activities ......... $ 11,925 $ 1,481 $ 11,000

Noncash Investing, Capital, and Financing Activities:
Contributed Capital Transfer for Deficit Retained Earnings ......... $ — $ — $ —
Contributed Capital/Operating Assets Transferred In (Out) . ......... 5,429 — —
Total Noncash Investing, Capital, and Financing Activities . . . $ 5,429 $ 0 $ 0
Reconciliation of Cash and Cash Equivalents to
the Combined Balance Sheet:
Trust and Component
Agengy Units
Nonexpendable Trust . . ... ...t e e $. 142,501 $ —
Proprietary Component Units . . . ......... .t — 68,50
Other Trust and AQENCY . . .ottt e e e e 892,461 —
Other Component Units . . . .. ... e — 46,533
Total Cash and Cash Equivalents per Combined Balance Sheet . ... $. 1,034,965 $ 115,042

The accompanying notes are an integral part of the financial statements.
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Total Proprietary
(Memorandum Only) Fund Types (Memorandum Only)
Primary Government Component Reporting Entity
June 30, 1998 June 30, 1997 Units June 30, 1998 June 30, 1997
$ 96,441 $ 60,343 $ 72,749 $ 169,190 $ 106,195
18,769 17,82 2,90 21,68 21,45
0 0 1,28 1,28 936
32,415 29,58 61,73 94,18 90,511
(46,340) (25,000 (115,677 (162,017 (94,059
2,627 1,786 2,247 4,874 3,500
(6,680) 559 518 (6,162 6,65
(78,104) (57,919 (23,209 (101,305 (107,792
(653) (1,022 — (653 (1,019
(246) (503 (55) (797 (1,029
5,083 319 23,938 29,016 (13,360
(588) (159 (5,591 (6,179 (3,809
1,357 1,57 16,98 18,35 36,148
325 0 — 3% 0
$ 24,406 $ 27,402 $ 37,324 $ 61,730 $ 44,303
$ 0 $ 598 $ — $ 0 $ 598
5,429 (593 — 5,429 (593
$ 5,429 $ 5 $ 0 $ 5,429 $ 5
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STATE OF UTAH

STATEMENT OF CHANGES IN NET ASSETS
DEFINED BENEFIT PENSION PLANS, OTHER PENSION
TRUST FUNDS, AND INVESTMENT TRUST FUND

For the Fiscal Year Ended June 30, 1998

(Expressed in Thousa)hd

Non- Public Fire-
Contributor y contributory Safety fighters
Systen System System System
Additions:
Contributions:
MEMDEr . . . e 3 8,546 $ 7,366 $ 4,579 $ 8,359
Employer . . ... 10,651 345,29 35,09 3,224
Court Fees and Fire Insurance Premiums . . ................ — — — 4,5
Pool Participant Deposits . . ... ... — — — —
Total Contributions and Deposits . .................... 19,19 352,6® 39,6® 16,15
Investment Income:
Net Appreciation (Depreciation) in
Fair Value of Investments . . .. ........................ — — — —
Allocation of Appreciation (Depreciation) in
Fair Valueof Investments . . .. ........ ... ... ..., 104,18 818,08 103,58 44971
Short-Term Interest .. ............ ... — — — —
Bond Interest . ... ... — — — —
Equity Dividends . . . ........ .. — — — —
RealEstate . . ....... ... . e — — — —
Mortgage Loans . . . ..ot e — — — —
SecuritiesLending . . ... . e — — — —
Investment Contracts . . ......... ... ... ... — — — —
Investment Trust Earnings . . ..., — — — —
Allocation of Investment Earnings . . ..................... 29,117 229,14 28,92 12,50
Total Investmentlncome . ........... ... ... 133,28 1,047,20 132,49 57,54
Less Investment Advisor Fees . ... — — — —
Less Investment Administrative Expenses . .............. — — — —
Net Investmentlncome ............ .. ... 133,28 1,047,20 132,49 57,54
Total Additions ............. ... ... ... ... ... ... 152,48 1,399,864 172,1® 73,61
Deductions:
Retirement Benefits . .......... .. . 39,784 159,1® 25,74 10,8%
Costof LivingBenefits . .. ........... ... .. .. 20,0% 27,038 4,347 2,510
Additional Retirement Benefits . ........................ 4,015 — 884 975
Refunds . . ... .. 56,70 5,38 800 395
Earnings Distribution . ... ......... ... . . — — — —
Administrative EXpenses . ... ... .. e 74 6,323 792 331
Pool Participant Withdrawals . .. ........... ... .......... — — — —
Total Deductions . . ... oo oot 121,3® 197,93 32,564 15,04
Net Increase (Decrease) From Operations . . . ................ 31,104 1,201,89 139,5% 58,620
Fund Balances/Net Assets Held in Trust for
Pension Benefits and External Investment
Fund Participants — Beginningof Year . . ... .............. 912,39 6,510,4D 831,2& 362,5%
Adjustment to Beginning of Year (Note 2) . ... ............. — — — —
Fund Balances/Net Assets Held in Trust for
Pension Benefits and External Investment
Fund Participants — Beginning of Year as Adjusted . . . ... ... 912,39 6,510,4D 831,2& 362,5%
Fund Balances/Net Assets Held in Trust for
Pension Benefits and External Investment
Fund Participants —Endof Year...................... $. 943,494 $ 7,712,364 $ 970,857 $ 421,184

The accompanying notes are an integral part of the financial statements.
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Public

Governors Deferred Retirement Treasurer's

Judges and Legislative Compensation Investment Investment
System Pension Plan 401(k) Plan Fund Fund

$ 701 $ — $ 115,606 $ — $ —

1,840 15 — — —

1,901 — — — —

_ — — — 3,606,3%

4,442 15 115,6@® 0 3,606,3%

— — 77,963 1,083,28 1.4%

6,982 1,157 — (1,078,840 —

— — 145 25,34 —

— — — 146,3% —

— — 22,914 77,071 —

— — — 68,08 —

— — — 378 —

— — — 2,78 —

— — 17,624 — —

— — — — 139,35

1,951 324 — (302,099 —

8,938 1,481 118,646 22,30 140,7®

— — 412 13,28 —

— — — 1,9%6 135

8,933 1,481 118,231 7,121 140,646

13,375 1,4% 233,840 7,121 3,746,989

2,216 39 — — —

474 120 — — —

88 1 44,756 — —

— — — 1,58 137,29

55 6 1,446 — —

— — — — 3,326,83

2,838 526 46,12 1,58 3,464,104

10,542 970 187,68 5,53 282,8®

55,757 9,561 615,38 34,512 1,965,12

— — — — (1,413

55,757 9,561 615,38 34,512 1,963,7®

$ 66,299 $ 10,531 $ 802,991 $ 40,051 $ 2,246,608
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STATE OF UTAH

COMBINED STATEMENT OF CHANGES IN FUND BALANCES
COMPONENT UNITS — COLLEGE AND UNIVERSITY FUNDS

For the Fiscal Year Ended June 30, 1998 and 1997

June 30, 198

(Expressed in Thousands

June 30, 1997

Revenues and Other Additions:

$ 448,121
119,74
279,98

86,7@
24,3
129,8®
342,14
3,866
27,63
1,210
176,9%
247
14,33
11,163

1,666,282

1,180,235
120,8D
254,538

74,238
45,519
13

829
39%
124,65
14,05
9,4%
1,4%
70,406
1,072

1,897,677

440,18

208,8®

2,715,373

2,715,373

Unrestricted Educational and General Revenues ................c it $...474,774

Auxiliary Enterprises ReVENUES . . . . .. ... 121,43

Hospital Sales and ServiCes . ... ... ... e 293,32

Foundations and INStitULES . . . . . ... it 107,5&

Tuition and Fees — ReStrCted . . . . . ..ot 25,72

Private Gifts, Grants, and ContractS . . . .. ... .ttt e 174,661

Governmental Grants and CONtractS . .. ...ttt e 331,82

Federal Appropriations . . . .. ... 4,168

Investment and Endowment INCOmMe . . . ... ... it 65,110

Interest on Loans Receivable . . . ... .. .. . e 1,640

Expended for Plant Facilities (including $63,782 from current funds) . ... ............... 250,64

BONd ProCeeds . . ..ot 6,600

Retirement of Indebtedness (including $282 from currentfunds) . .. ........... ... ..... 42,218

[ )1 ] 13,156

Total Revenues and Other Additions . ... . ... ... i 1,912,88
Expenditures and Other Deductions:

Educational and General EXpenditures . . . . ... e 1,266,138

Auxiliary Enterprises EXpenditures . . .. ... .. e 122,26

Hospital EXpenditures . ... e 284,62

Foundations and INStitUtes . . . . . . .. oottt e 91,667

Indirect CoStS RECOVEIEA . . . . . .o it e e e e e e 48,55

Refunded to Grantors . . ..o 47

Loan Cancellations and Write-Offs . . . . .. ... 850

Administrative and Collection COStS . . .. .. .ottt 11

Expended for Plant Facilities (including noncapitalized expenditures of $5,973) .. ......... 192,72

Retirement of Indebtedness . . . ... . 41,9%

Interest on INdebtedness . . ... ... 10,7

INCrease IN DEbt . . ... 275

Disposal of Plant Facilities . . . .. ... .. e 31,767

Other . . o 11,38

Total Expenditures and Other Deductions . . . ... ... ... .. e 2,103,13
Transfers Among Funds:

Operating Transfers In from Primary Government (Note 12) .............. ... ........ 457,02
Net Increase (Decrease) in Fund Balances . . . ... e 266,72
Beginning FUNd BalanCes . . . .. ... o e e 2,924,156

Adjustments to Beginning Fund Balances (NOte 2) . . .. ... ... it 49,18
Adjusted Beginning Fund Balances . ... ........ ... 2,973,36
Ending FUN BalanCes . . ....... ..o $.3,240,034

$ 2,924,145

The accompanying notes are an integral part of the financial statements.
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STATE OF UTAH

COMBINED STATEMENT OF CURRENT FUNDS REVENUES,

EXPENDITURES, AND OTHER CHANGES

COMPONENT UNITS — COLLEGE AND UNIVERSITY FUNDS

For the Fiscal Year Ended June 30, 1998

(Expressed in Thousands)

Total Total Total Current Funds
Unrestricted Restricted June 30, 1998 June 30, 1997
Revenues:
Educational and General:
Tuitionand Fees . ............ ... it $ 202,338 $ 15,305 $ 217,643 $ 202,731
Federal Appropriations . . .................... — 3,786 3,786 3,76
Governmental Grants and Contracts . . ........... 51,34 233,14 284,53 263,35
Private Gifts, Grants, and Contracts . .. ........... 2,34 92,9@ 95,23% 81,62
Investment and Endowment Income . ............ 21,53 14,70 36,30 32,74
Sales and Services of Educational Departments . . . 189,49 1,30 190,79 185,238
Other ... 7,74 8,514 16,28 15,59
Total Educational and General Revenues. ... .. 474,74 369,74 844,52 785,05
Hospital Sales and Services . .. ................... 293,32 — 293,32 279,98
Aucxiliary Enterprises Revenues . . ................. 121,43 — 121,43 119,74
TotalRevenues .................c ... 889,546 369,74 1,259,22 1,184,6@
Expenditures and Mandatory Transfers:
Educational and General:
Instruction . ... ... ... . . ... 323,18 62,3% 385,52 369,60
Research.......... ... ... . . ... . . . . 31,2 180,16 211,3& 191,338
Public Service . ......... ... .. .. 153,9¢/ 81,16 235,02 216,24
Academic Support . ... .. 82,43 19,7 102,18 92,686
Student Services . . ... 53,80 11,983 65,78 60,846
Institution Support .. ... 101,39 8,990 110,38 102,4®
Operation and Maintenance of Plant . . . ... ....... 72,124 4,141 76,26 72,848
Student Aid . ... ... ... 22,52/ 57,83 80,38 74,061
Total Educational and General Expenditures .... 840,73 426,28 1,266,94 1,180,0%
Hospital Expenditures . ......................... 284,474 155 284,63 254,538
Auxiliary Enterprises Expenditures . ............. 120,54 1,736 122,26 120,8D
Mandatory Transfers, netQut (In) ............... 26,004 (1,532 24,472 21,356
Total Expenditures and Mandatory Transfers . ... 1,271,783 426,57 1,698,32 1,576,79
Other Transfers and Additions (Deductions):
Excess of Restricted Receipts Over
(Under) Transfersto Revenues . . ............... — 10,15 10,15 24,12
Refundedto Grantors . . .......... ... ... ... . .... — (46) (46) (12
Nonmandatory Transfers,net..................... (19,628 (8,239 (27,869 (30,990
Operating Transfers from Primary
Government(Note 12) .. ..., .. 398,62 58,38 457,02 440,18
Other ... (6) (2295 (231) (864
Total Other Transfers and Additions ........... 379,08 59,98 438,96 432,48
Net Increase (Decrease) in Fund Balances . .......... $.  (3,200) $ 3,144 $ (56) $ 40,341

The accompanying notes are an integral part of the financial statements.
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STATE OF UTAH

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 1998

NOTE 1. SUMM ARY OF SIGNIFICAN T ACCOUNTING

POLICIES

The acoompanying financial statements d the State of Utah have
beenprepared in onformity with generally acceted acounting
principles (GAAP) as prescribed by the Governmental Accounting
Standards Board.

Preparation of the financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect
the reported mounts and disclosures in tfi@eancial statments.
Actual results could €ier from those esthates.

The accanparying financial statenents presentthe financial
position d thevariousfund ypes andaccoun groups, the results
of operations 6 thevariousfund types, and the cadlows d the
proprietay ard nonexpendabldrug funds Thefinancid statenents
are presented asfalune 30, 1998 or theyear then endedlhe
financia statements include the various departments, agecies, ad
other oganizational unitgoverned ly the Utah Staté&egislature
and/or Constitutional fbicers d the State bUtah.

A. Reporting Entity

For financid reportirg purposesthe State of Utah has ncluded all
funds, oganizations accountgroups, @encies, boards, oumis-

sions, and authoritiesThe State has also considered all potential

component unitsfor which it isfinancially accountable, and other
organizationsfor which the nature and giificance & their
relationship with the State are such tat exclsion would cause he
States financial statments to beamisleading or incomplete. The
Governmental Acoounting StandardsBoard has setdrth criteria to
be considered in detaining financial accountabilit Thesecriteria
includeappointirg a voting majority of an oganization’sgoverning
body and either (1) the abijitof the State tonmpose itswill on that
organization or (2) the potentidor the oganization to preide
specffic financial benBts to, or mpose spefic financial burdens
on the State.

As required ly generaly accepted aaunting principles, these
financial statenents include the State of UtaRrimary Govem-
ment)and its canponent units. Qopletefinancial statments é the
individual camponent units,which issued separatéinancial
statements as noted beklg can be obtained fro their respective
administrative offices or frm the Uah State Auditor’s Office, 211
State Capital, Saltake City, UT 84114.

The following state gencies andfunds had separajelissued
financial statments andvere audited pthe Utah Statéuditor's
Office, or ly other independent auditors:

e Applied Technolgy Centers (Special Renue Fund) —
There arefive applied technolgy centers in the Statghich
offer vocational education irvarious subjectsThey are:
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Bridgerland, Davis, Ogden-Weber, SevieValley, and Uintah
Basin. The Centers receivanraual state appropriatiorfer
their operations and are included as angrakepart ¢ the
Uniform School Fund.The indvidual Centersvereauditel by
other independent auditors, and indual reports, datedfrom
August 20, 1998, to Septer 24, 1998, hae been pré-
ously issued under separateveo.

StudentAsdstance Programs (Enterprise Fund) —This fund
preseaits combined information from two student assistace
programs: the Higher Educatio Assistancé\uthority, which
guarantees reganent d eligible student loans; and the State
Board d Regents Student.oan PurchaseProgram, which
makes loans to and purchases loans of eligible studemgs.
programs arefundedfrom bond pr@eeds, loan fees, interest,
and federal all owances. Both programs are administered by the
State Board of Regants. The Regats areappointed ly the
Governor, subjed to Senateapprosal. The Boad of Regent’s
operations and alministrative eyenses areuhject to legisa-
tive and exeautive control. Their reports, dated Septenber11,
1998, hae been prdously issued under separateveo.

Utah Daiy Commission (Enterprise Fund) Fhe Canmis-
sion is an independent statgemg/ which pranotes and
advertises dai products. It also conducts research and
provides nutritional education about daiproducts. The
Commisson's voting membership is comprised of representa-
tives from the daiy industy, and itsfunding is from an
assessent imposed on almilk produced and sold thrgh
commercial channels in the State. The n@assion was
audited by other independent auditofsr the period ended
Decamber 31, 1997, and their report, dated June 11,,1888
been preiously issued under separateveo.

Utah Public EmployeesGroup Insurance (Internal Séce
Fund)— This fund pravides health andfié insurance and is
financed ly employee and mployer contributionsrom the
State and other participating political subdvisions.The Fund

is administered by the State Retimaent Office, which is
subject to legislative and &ecutive control. The Fundwas
audited by other independent auditors and their report, dated
August 28, 1998, has been pieusly issued under separate
cover.

Utah State Retireent Ofice (PensionTrust Funds) —The
State Retirement Office administers pensionfundsfor various
public enployee retirenent ystams of the State and its
political subdvisions.The Ofice is subjecto stak legislative
and executive controls.The Governor,with Senate appral,
appants the Administrative Board. The administrative
expenses are subjed to legislative budyet controls.Thefunds
were audited ¥ other independent auditofer the period
ended Decenber 31,1997, and their report, dated February
27, 1998, has been preusly issued under separateveo.



STATE OF UTAH

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 1998

Blended Canponent Units

Blended coponent units are entitieghich are lgally separate
from the State but which are so intertwined with the State hiat they
are, in substance, he sane as e State. ey are reported aspart
of the Stateard blendeal into the appropriatdunds.

Utah State Building Ownership Authority (variousfund types
ard accoun groups)— The Utah StateBuilding Ownership
Authority was creaed by the Legidature as a bod politic and
corporate for the purpose fofinancirg, owning, leasim,
operating, or encumbering fadlities to meet the needsf state
goverrment It is camprised & seven members who are
appointedby the Governor.

Discrete Canponent Units

Discrete coponent units are entitiaghich are lgally separate
from the State butvhich arefinancially accountable to the Stata,
whose relatbnships with the State areugh that exclsion would
cause the State’dinancial statments to bemisleadirg or incan-
plete. The canponent units colmns d the canbined financial
statenent includethe financid dataof theseentities.

Utah Housirg FinanceAgeng (Proprietay Fund Type) —
This ageng is a bog politic and corporate, agposed 6 nine
members. Three of the members are stae officials and six
menbers are citizens appointeg the Governor. The Agency
isstes bonds to prade capital for housirg and home mortgages,
especially for low andmoderate incoe families. Operations are
financed from bord proceels and from mortgage and invesiment
interest and fees. Their repart, dated September 3, 1998 has been
previously issued under separateven

Workers’ Canpensation Fund foUtah @roprietay Fund
Type) — The Workers’ Canpensation Fund is a nongito
guasigovermmentd corporation It providesworkers’ canpen-
saton insurance to pviate and public mployers and is
financed through member (enployer) premiums. The Fund is
governed ly a board 6directors appointedybthe Governor.
Administrative operationsard budgets are reviewed by the
Governor and Legislature. The Furd is reported for the period
ended Decenber 31,1997, andwas audited ¥ other inde-
pendent auditorsTheir report, dated Febrya24, 1998, has
beenpreviously issuedunderseparateover.

Utah Technolg@y Finance CorporationPtoprietay Fund
Type) —This is a nonprfit organizationwhich encourges
and assists in the delopment, pronotion, andgrowth of

technolagical and small businesseshroughout the StateThe
Corporation receives stadppropriations for working capital.

The board d trustees is appointedy kthe Governor and
approved by the Senate. Their report dated August28, 1998,
hasbeenpreviously issuedunderseparateover.
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Comprehensie Health InsurancePool (Proprietay Fund
Type) — The Pool is a nonprfit quasigovernrmental entity
establi shed within the State Insurance Department It provides
access tdealth nsurance mverage ér resdents of the State
who are denied adequatehealthinsurance and are considered
uninsurable.The Pool is governed ly a boardwhich is
appointed b the Governorwith the alvice and consent of the
Senate.The Pool is reportedor the period endeD ecanber
31, 1997, and their report, datefpril 10, 1998, has been
previously issued under separateveo.

Hebe Valley Historic Railroad Authority (Proprietay Fund
Type) — The Autharity is an independenstateagenc/ which
maintains and operates a scenic and historic railroad in and
around the Heber Valey. The Authority consists of three
members appointed yothe Governor and appred by the
Senate; the exeadtive diredor of the Deparnent d Transpor-
tation, and three bcal govemment officials from the Heber
Valley. Their compilation report dated Septenber 16, 1998,

has beenpreviously issuedunder separate ger.

Utah ScienceCenterAuthority (Proprietay Furd Type) —
The Authority is an independen state ageng/ createdto
provide ameans tofoster the developent d science, arts,
tourism, and cultural and educationgdcilities in order to
further the welfare of the citizens d the State and its ecom@
growth. The Authority consists of six members appointed by
the Governor with consent of the Senate; and one member
each fran the State Board of Regents, the State Board of
Education, Salt Lake City Corporation, Salt Lake County
legislative body, State Depament d Community and Eco-
nomic Development, the Board of Travel Development, and
three members from the Hansen Planetarium Board. The
Authority’s activity through June 30, 1998, is included in this
report.

Utah State Fair Corporatian (Proprietay Fund Type)— This
is a nonprtit public corporation createdylihe Legislaure on
July 1, 1995 the functionswerepreviously accountedor in
the Departmert of Community and Econanic Development.
The Corporation operates the State Fair Park and conducts the
Utah State Fair and othearious &positions and entertain-
ment events. It is gvemed by aboard of directors appointed
by the Governor and approved by the Senatelt receives state
appropriations for operationsand working capital Their
report, datedAugust 21, 1998, has been piusly issued
under separate uer.

Colleges ard Universities(College ard University Fundg —
The University of Utah, Utah StateUniversity, WeberState
University, SouthernUtah University, SaltLake Canmunity
College, UtahValley State College, Dixi€oll ege, Coll ege of
Eastern Utah, and Snow College are individually presentd in
the College and University funds. Eachallege and university
is governed ly a board btrustees. Each board tvustees is
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comprised of individuals appointedby the Governor and
approved ly the Senate; the president the institution’s
alumni association; and the president the institution’s
associated studenfBhe collges and uniersities ardunded
through state appropriations, tuitiorfederal grants, and
private donations angrants.The collges and uniersities
were audited ly the StateAuditor or other independent
auditors, and indidual reports, datefrom Septenber 23,
1998, to October 22, 1998, \mbeen prégously issued under
separate cover.

Entities such as the locd school ditricts and locd autharities of
variouskindswhich may meet ony one d the critera for inclusion

in this report have not been includedThe State’s supportf dhe

public education gstem is reported in the Ufdrm School Fund,
a Special Reenue Fund.)

B. Fund Accounting

Financial acwities are recorded in inddual funds class$ied by
type, each & which is deened to be a separate accougtentity.
The financial position and operatbns of eachfund are accounted
for in separate sebalancimg accountsvhich represent thiind’s
assets, liabilitiesfund balances, equities,venues, ¥penses, and
expenditures.

The State uselinds andaccountgroups to report on itBnancial
position and the resultsfadts operations. Fuhacounting is
desgned to denonstrate Igal canpliance and to aidinancial
management by segregating transactions related to certain govern-
mentfunctions or activities.

A fund isa separate@ccounting entjt with a sel-balancing set of
accounts.An accountgroup, on the other hand, isfmancial
reporting device desgned to preide accountabilit for certain
assets and liabilities that are not recorded inuhdd kecaise hey
donat diredly affect net @pendable wailablefinancial resources.

The financial activities bthe State bUtah are clasfid in three
fund categories, two accountgroups, and amponent units, as
described below. The fund categories includegoverrmentalfunds,
proprietary funds, andfiducialy funds. Account groups are
composed b generalfixed assets ageneralong-term obligations.

1. The State’sgoverrmentalfunds are usedtaccountfor the
State’s general activities and include:

The General Fund is the principal operatqhfund d the
State lt is usedto accountor all financial resourcewhich are
not accountedor in otherfunds.The sevicesaccountedor
in the General Fund includegeneral goverrment, public
safey, judicial, corrections, public health andelfare,
businesslicensirg and rgulation, and hgher education.
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Resources obtainedirom federalgrants and usetbr sewices
provided by General Fund entities consistehwith applicable
legal requiraments,arerecordedn the Gener& Fund.

The Special Revenue Fund@Uniform School FundTrans-
portation Fund, Centennial gtiway Fund, Sport#uthority
Fund, and Consuer Education Fund) argsedto acountfor
specific revenue sources that begally restricted to expendi-
turesfor spedied purposes. Special Rmue Funds include
transadions related to the Gfices d Education and Rehabili-
tation the Deparnent d Transportation, the Utah Sports
Authority, and the Depament d Commerce Securities
Division and Consmer Protection Dvision.

The Capital Projects Fund accountdor resources obtained
and used for the aaquisition, construction, omaprovement of
certain capital facilities (except thosBnanced g proprietary
funds). Such resurces aralerivedprincipally from proceeds
of general obljation bond isges,revenue bonds, and operat-
ing trandersfrom the State’$General FundThe State enters
into long-term contractgor the constructionfanajor capital
projeds and recrds the cmmitments as acumbrances. (See
Note 6.)

The Debt Service Fund accountdor resources obtained and
usedfor the pgment d interest and principal ogeneral log-
term debt oblgations and ogeneral reenue bongdwhich are
fundedfrom generalgoverrmentalfund operations.

The proprietay funds include:

The Enterprise Fundsaccountfor operations siilar to a
private business enterpriséhey are also used to accoufor
operationsvhere thegoverning body has decide thatperiodic
detemination d revenues earnedxpenses incurred, and/or
net incane is appropriatdor capital maintenance, public
policy, manaement control, accountabiit or other pyposes.
Theintent of the State is that the costgroviding thegoods
or servicesto the general public on a continugrbasis should
befinanced pmnarily throwgh user chages.

The Internal Service Fundsare a variety of independent
operations that prdde goods and/or seices to other state
departments or other political subdsions on a cost rei-
bursement basislhe lagestfunds are th&Vater Resources,
Employees Group Insurance, andPermanent Cenmunity
ImpactLoan FundsTheWater ResourcdsoanFurd provides
loans to local govements,water districts, and other entities
for upgradingwater storagdacilities and related structures.
The EmployeesGroup Insurance Fundffers sgeral health
insurance programs to state ad local govemment employees.
The Community ImpactLoan Fund preides loans to local
goverrmentsto alleviate social, ecomuic, and publidinancial
impacs resultihg from the devdopment of the State’s natural
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»  Principa and intereston generd long-term delt arerecorded
as fund liabilities when due orwhen anounts hae been
accunulatedin the Debt Service Furfdr payments @ interest
to bemade eas in thefollowing year.

The accounts fothe Enterprise, Internal Séce, Nonependable
Trust, Pension Trust, Investment Trust Fund arnd Proprietay Type
Component Unit Funds are reported usithe accrual basis of
accouning. Under the accrual basis, revenues are recorabén
eaned and expenses are recordetien the related liabilt is
incurred.

The following proprietay funds appl all Governmental
Accounting Standards BoardGASB) pronouncerents and all
applicable FinanciaAccountirg Standards Board &SB) pro-
nourcements issued on or before November 30, 1989, in the
accountig and reportig of their operations: Enterprise Funds —
Alcoholic Beverage Control, Utah Correctional Industries, State
Trust LandsAdministration, Agriculture Loan Fund, Utah Dairy
Commission, Clean Fuels VehicleoanFund Petroleun Storaye
Tark Loan FundWasteTire Regcling Loan Fund, and Réaliza-
tion Programs; Internal Serice Funds —Water Resourcesoan
Fund Information Technolgy Fund, Cenmunity Impact Loan
Fund, General Serices Fund, Fleet Operations, tdan Ser-
vices/Internal Setice Fund, Gfice d Education/Internal Seice
Fund, Natural Resources/Intat Service Fund, Rik Management
Fund, Propery Management Fund, and State Debt Collection;
Component Units — Housip FinanceAgeng/, Canprehensie
Health Insuranc®ool, Utah Science Centéuthority, and Utah
State Fair Corporation.

The following proprietay funds appl all GASB pronounceents
and all applicable RSB pronounceents in theacourting and
reporting of their operations: Enterprise Funds — Studessis-
tance Programs; Internal Serice Funds — Hployees Group
Insurance Fund; Guoponent Units —Workers’ Canpensation
Fund, Technola@y Finance Corporation, and Hebéalley Historic
RailroadAuthority.

The Comporent Unit College and University Fundsare accounted
for on the accrual basis of axmting, with thefollowing excep-
tions:

» Depreciation &pense related to plarfund assets is not
recorded.

« Revenusandexpenditure of an acadeic term encanpassing
more than one fiscaglear are nported solely in the fiscd yea
in which the prgram is predoninantly conducted.

The presentationf@omponent units is naneant to be @aonsolida-
tion since transactionsithin the state entt have not been
eliminated, nor hee fixed assets or Igaterm debt been reported
in the applicable state accoungroups. Havever, appropriations to
the component units are recorded as opegatiangers out 6 the
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General Fund and as operagitrangers into the caponent unit
organization.

D. Budgeting and Budgetary Control

The state budets are adopted on thmodified accrual basi®f

acourting exceptfor certain intréund revenues and»g@enditures
that are recgnized for budyetay purposes.The Canbined

Statement d Revenues, KEpenditures, and Chgas in Fund
Balance — Budge andActual, includes this variation from GAAP

andis, therefore, prepared on a budgetary basis.Thetotd variance
from GAAP consists of the dimination of the intrafund actvity and

appropriatios to colleges and universitiesvhich are idenfied in

the combined statenent mentioned &ove.

The Legislature enacts annual hyets for the General Fund,
Special Reenue Funds, and the Debt @ee Fund throgh
passge d theAppropriations ActCapitalProjects Fund appropria-
tions are for projects thatay extend over several fiscgtars.

Unexpendel balances ayearendmay: 1) lapse to unrestricted
balances and bevailable for future appropriation; 2) lapse to
restricted balances and beadable for future appropriation
restricted for spedfic purpogs as defined by statute; or 3) be
nonlapsirg, which means balances are reported as w¢ems of
fund balanceThe nonlapsig balances are considered anaically
reappropriated as authorizeg statite, by the Appropriations Act
or by limited encunbrances.

Legal Campliance —Budgets

In Septenber of eachyear, all agencies of the goverent sulmit
requestsfor appropriations to th&overnor's Gfice o Planning
and Budget so that a bt may be preparedThe budet is
preparedoy fund,function, and actity and includes iformation

on the pastyear, currenyear estinates, and requested appropria-
tions for the next fiscafear.

In Januay and Februaf, the proposed buggt is presented to the
Legislature. The Legislature reiews the budet, makes chages,
and prepares the annugbpropriations ActThe Legislatur@asses
the Appropriations Acty a simple majority vote. The Appropria-
tions Actbecanes the State’s authorized opergthudget upon the
Governor's signature. The gpropriations may not exceed he
availablefunding for thefiscalyear.

Budgetary control is maintained at the functiona or organizational
level, as idenfied by numbered line itens in theAppropriations
Act. Budgets may be modified if federal funding or revenue
specifically dedicated br a line item exceels original estmates in
the Appropriations Act If funding sources are not ficient to
cover the appropriation, th&overnor is required to reduce the
budget by the amount d the déiciengy. Any other chages to the
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resources. Grants authorized by the Permanent Community
Impact Fund Board raounting to $9.677 million were
tranderred to and>@ended in th&eneral Fund durmthe
year.Also the Rik Manayement Fund preidesa broad range
of propery and liabiliy insurance ceerage to most state
agencies and to severd voluntarily participatirg school
districts.

The fiduciary fundsaccountfor assets heldybthe State in a
trustee capaciy or as an agent for other individuals, other
governmental units, or otherfunds. Fiduciar funds are
comprised of:

The Pengon Trust Funds accounfor the transactions, assets,
liabilities, andfund equiy of the State Retireent §/stams.

The Invesment Trust Fund is used to accounfior the
invesiments related to external participants in the Utah State
Public Treasurer’s Imesiment Fund.

The Nonexpendable Trust Fund accountsor the transac-
tions, assets, liabilities, arfdnd equiy of the School and
Institutional TrustLands.The TrustLands Fundvas created
from the federal Enabling Actland grans andthe sé&e of such
lands The Fund’s principal is hompendablewhereas the
eamnings on the principal are used to increase the Fund’s
principal and to support education in the State.

The Expendale Trust Funds accounfor assets receideand
expended l the State as trustee, and include fiilowing
funds: Unemployment Compensation Trust, Deferred Com-
pensation 457Plan, Employers’ Reinsurancelrust, Utah
Navajo Trust, andniscellaneousrsall depositsard trustsheld

in a trustee capagithat are consolidated into the Restricted
Trust Fund.

The Agency Funds acourt for assetdeld by the State as an
agent for othergovernmental units, other ganizations, or
individuals.

Accountgroups consist fothefollowing:

The General Fxed Assets Account Groups used to accot
for land, buildings, and equipment d the goverrmentalfund
types. Fked assetsfothe PensionTrust Funds, proprietary
fund types, and colleges and universities are acsuntedfor
separatsl in their respectie funds.

The General Long-Term Obligation Account Group
accountsfor the State’s umatured log-term obligations
relatal to gener& obligation bonds, neenue bonds, and capital
lease obbjations.Long-term obligations & the proprietary
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funds trust funds, and the colie and uniersity funds are
accountedor in their respectie funds.

5.  Thecomponer unitsinclude College and University Funds
and other proprietsirtype oganizationswhich are lgally
separatérom the State but are considered part of the reporting
entity. The presentationfahe undesfing fund ypes d the
individual canponent units reported in the discrete cahs
are avail able from each respective agonent unit's separately
issuedfinancial statements.

C. Basis of Accounting

The accountig ard financial rgporting treatment gpplied to a find

is detemined ly its measurenent focus.All governmental furds

and expendable trustfunds are accountefdbr usirg the flow of
current financial resourcesieasurenent focus. Operating state-
ments d thesefunds present increases in spendable resources as
revenues and othémancirg sources, and decreasaspendable
financial resources aggenditures and othéinancirg uses.

The norexpendable trust fund, pension trusunds, and all propri-
etaly funds are acounid for on a flow of ecnamic resources
measurenent focus. With thisneasurenent focus, B assets and all
liabilities associatedith the geration of thesefunds are included

on the balance sheeProprietay fund equiy (i.e., net assets) is
segregated into contributed capital and retained earningpco
nents. Propmétary fund ¥/pe operathg statenents present increases
(e.g., revenues) and decreases (e.g., expenses) in net total assets

All governmental funds, expendable trusfunds, and geng funds
are maintained and reported using the modified accual basisof
acounting. Under themodified accrual basis of aganting,
revenus andrelatedcurrent assets are recognizéldenmeasurable
and when ailable tofinance operations dugnthe year or to
liquidate liabilities existing at the end theyear.Principal revaue
sources susceptible &xcrualunder themodified accrual basis of
accounting include: sales taxes, imeotaxes, other taxpar-
assessed xas, federal rgenues, departental collections, and
investment incane. Expenditures are recordechen the fund
liabilities are incurred. Modications to the accrual basis of
accountig include:

* Inventories of materias and supplies in theGeneral Fund and
Special Revenue Funds are recorded apenditureswhen
purchasedgxcept for the follwing which are recorded as
expenditureswhen consmed: food stanp inventories in the
General Fund, wentories 6 applied technolgy centersn the
Uniform School Fund (Special Revee Funds), and inento-
ries in theTransportation Fund (Special Wamue Funds).

*  Prepaid expenses are not recorded.
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budget must be approved by the Legidature in a supplemental
appropriation. During thefiscal year, supplenentd approprations
of $28.718million were pravided to enhancearious prgrams.
The supplenental appropriationswere possiblebecaise of
increases in unrestrictedvenue and unresezd fund balances
from prior years.

The deparentswhich sper more than the authorizedamount
must sulmit a report &plaining the oserspendig to the State
Board d Examiners.The Boardwil| recommend corredive adion,
which may include a request to thHeegislaturefor a suppleental
appropriation to ceer the décit. If a supplenental appropriation
is not appreed by theLegislature, the departentmust cover the
overspending with the subsequernyear’'sbudget. The StateCourts
Administrator's budet for juror and witness fees was
overexpended § $155 thousand andill be fundedwith future
appropriations All other appropriated bugts d the Statewere
within their authorized spendirievels.

Encumbrances

Encunbrancesrepreseh commitments related to unpeformed
contractsfor goods or serices. Encmbranceaccountig, under
which purchase orders, contracts, and othemmatmentsfor the
expenditure bmonies are recorded to reserve that portibthe
applicableappropriation, is used in the Capitbojects Fund as
detailed in Note 6. Generdly, state lav prohibits the usefacurrent
fiscal year appropriationgo cover outstandig encunbrancesat
fiscal yearend in theGeneral Fund or Special Renue Funds.
However, the onexxeption to this rule isfia purchase ordéor
equipment is issued prior to Mal and deliery is expected, but
urfulfilled, by June 30.flthese conditions araet, the outstanding
encumbrance can be carried as a nonlags@ppropriation.

These nonlapsing gopropriations for qualified outstanding encum-

brances at fiscal yearend are reported as reservations of fund

balance and do not constitute expenditures or liabilitiesubetiae
commitmentswil| be honoredduring subsequeryears.

All other encumbrances outstanding at fiscal yearexd may be
canceled ormay be re-encmbered and honoredith subsequent
yea appropriations.

E. Cash and Cash Equivalents and Investents

Cashand invesnentmanagenent in the State is adnisteredby
the State Treawer in acordance with the Money Management
Act, Chapter 51-7, Utah Code Annotated, 1958s anended. The
Act specifies the investents thatmay be made,which are only
high-grade securities and, thfmee, there is verlittle credit risk
except in themost unusual and diorseen circmstances.The
invesments includevariable rate corporate notes and gdtions of
U.S. goverrment a@encieswhich base their rates on standard
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guotedmoney market indexes that hee a direct correlation to the
federal funds rate and, thefiare, there isvety little market risk
because the invasents follav thenormal swings of interest rates.
The Pension Trust Funds, Bferred Campensation 457 Plan
(Expendable Trust Fund), Workers’ Canpensation Fund, Utah
Housirg FinanceAgeng/, and UtahPublic Employees Group
Insurance are exapt from the Act; however, hey are gvemed
statutorily by the prudentnan rule.The PensionTrust Funds are
inveded in domesticand internation& equities ard fixed income,
corporde and govemment bonds, short-ten securities, real estate
and real estatmortgages, jointventures, andenture capitia

e Cash and Cash Equéalents — Cash equalents are reported
at fair value.All interest reenue is allocated to th&eneral
Fund unlessstatelaw or trug agreanentsrequireallocations
of interest to other funds. Funds athorized to receiveriterest
earnirgs are sgregated into separate vasinent pools, and
interest is allocated based on cash balances in the pool.

Cash and Cash Equivalents, as reported on the balance sheet,

are under the ontrol of the State Treaser or other aminis-

trative bodies as detained by law. All cash depositedith

the State Treasurer § state entities isnaintained l the
Treasurer invarious pooled imesiment funds. The State
Treasurer invests the depositel cash including the cash float,
in short-tem securities and othe invesiments.

Cashequivalentsaregeneraly considered short-ter, highly
liquid invesmentswith a maturity of threemonths or less
from the purchasealate The Studem LoanPurchaseProgram
(EnterpriseFund)usesa trusteefor their long-term investing
needsard they considerary ca$h and cas equivalentsheld
by their trustee as iesiments. Utah HousmFinance Agency
(Component Units -Proprietay Funds) considers ognkash
deposits, including ceficates & depositswith maturities
generally less han 90 days, tobe cash quivalents.

¢ Invesiments, as repted on the balance shed, include invest-
ments which are not considered cash e@lénts. These
investmentsmay be restricted ¥ law or other Igal instru-
ments. Investmentsare under the contrd of the State Treasurer
or other adninistrative bodies as detained by law. Invest-
mentsare presenteat fair value. The fair value of invesents
is based on publishedarket prices and quotatiorfisom major
investment brokers at current exchange ratesyvail able. For
investments where no readyl ascertainablemarket value
exists, manaement, in consultatiorwith their invesment
advisors, have detetined thefair valuesfor the individual
invesments. Iivesiments held as secwitlepositswvhich are
not held for investment purposs are carriedat cost. The Utah
Retirement §stem (Trust andAgeng/ Funds)mortgages are
valued on anraortized cost basihich approximates market
or fair value, and théair value d real estate westments has
been esthated based on independent appraisals.
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The State Uneployment Insuranc@rust Fundmoneys are

required by the Social Securiy Act to be ivested in the U.S.
Department d Treasuy, Bureau & Public Debt

Unemployment Trust Fundwhich is not rgisteredwith the

SEC.The balance in this pool is orfar value basis.

The investmentsfor Collgge and Un¥ersity Funds (Caenpo-
nent Unit) include $7.83fhnill ion of revenue bondsissuedby
the Utah Housing FinanceAgeng/ (Componert Unit) and $9
thousad of revenue bonds issuedybother collges and
universities Theinvegments for the Workers’ Compensaion
Fund include $1.884nmillion of revenue bonds issued ithe
Colleges ard Universitiesand $5.45 million of revenue
bonds issued by the Utah Hbusing Finance Agency. The
investmentsfor canponent units include $226.154illion
managed in the pmnaty government’s Public Treasurer’s
Investment Fund.

Colleges and Uniersities — Certaifiunds are held in wst by
extemal fiscal agents selectedby the donors. The agents
distributenet incane earned ¥ suchfunds to the collge or
university named asbeneficiaty, where it is reorded as

revenue when receivd. These finds are not recorded on the

financial recordsfathe collge or unversity. The fair value of
funds held in trust at June 30, 199&s $49.973nillion.

Receivables

AccountsReceivale in the govemmental fund tpes consist
mainly of amounts duefrom the federalgoverrment where
collection is reasonalyl assuredAccordirgly, no allavance
for uncollectible accounts has been establishetiounts
included in the Unmployment Canpensation Ependable
Trug Fund consist lgely of delinquent mployer contribu-
tions and benefit overpayments, and are shown net of an
allowancefor doubful accountsof $4.291 million. Pension
Trugt Funds receivabls consis of amount due on invesment
contracts and on meployee and mployer contributions.
Collection of these receivables is reasonyabésured; there-

fore, no allevance for uncollectible accounts has been

established.

Accounts Rceivdle and Notes Receivible reported in he
College and Unversity Funds (Caponent Units) are sk
net of an alowancefor doubful accounts 6$34.355million
and $957 thousand, respeetlly. Gifts and pledes are
recognized when ollected. It is naot practical to esthate he
net realizablevalue d these mounts prior to collection.
Uncollected pledes at June 30, 1998ere $20.745 million,
of which $28.5F million is due within one year ad $92.208
million is due therefier. Accounts Receivable in thorkers
Compensation Fund (Conponent Units) consistf@remiums
in the course d¢ being collected, and are sho net ¢ an
allowancefor doubful accounts 6$2.723million.
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*  NotesMortgages Receivable are pmarily long-term loans for
locd governrmens ard agriculturd development home
mortgages, and individual studen loans.Theinterestrateson
theloansvaty but aregeneraly lower thanmarket ratesand,
in same casesare noninteres bearirg. Studet loansin the
StudentAssistancérograms d the Enterprise Funds diged
and variablerate federaly insured loans.Studen loansare
insured at 98 percentfaheir principal balance andccord-
ingly, an allavance 6 $1.303million has beenmade for
potentid loan losses.Loansreceivdle in Utah Tebnolagy
Finance Corporation are reported net of a provision for loan
lossesof $2.138 million. Mortgages receivédle of the Utah
Housing FinanceAgeng/ are insured @ainst loss or are
guaranteedby private mortgage companies or govemmental
agencies. Becaise of these garaitees, no provisions for
possibleloanlosseshave beenprovided.

» AccruedTaxes are receivabés for taxpayer-assessd taxes for
the reportilg period endig June 3@vhich are due to thgtate
by July 31 and paid shostltheredter. At June 30, 1998 the
receivdle decreasedb562 thousand in th&ransportation
Furd (Speda Revenue Fund), causig a nejative rezenue on
the operatimg statenentsin RestrictedTaxes.

* Recevables Unbilled represeh an amourt equd to costs
incurred by the Deparnent d Transportation on ghway
construction projectsvhich are eljible for reimbursenent
from the federa government uponmodification d the related
project contracts. When federal funds are ‘aailable for
recovey of the costs, the receivabledl be billed.

G. Advances to Other Funds

Noncurrent portions of long-term interfund loan eceivdles are
reported as adances and ardfset ty afund balance reser acount
which indicaes that they do nat conditute expendable available
financid resources and, therefore, are nat avail able for appropriation.

H. Inter/Intrafund Transactions

Interfund Transactions —The canposition of the State’sinterfund
receivdles and payables at June 30, 1998, is presented in Note 5.
The State has thregpes ¢ interfund transactions, dellows:

» Sewices rendered and mployee benfit contributions —
These transactions are accounfed as reenues, gpendi-
tures, or gpenses in théunds irvolved.

»  Operatig appropriations/subsidies Fhese are accounteor f
as operatig trangers in thefunds irvolved.
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» Equity and working capital contributions — Thes are
acounted for as residual equittranders (additions to or
deductions from beginning govermrmental fund balances or
proprietay fund retained earngs or contributed capital).

Intrafund Transactions — Intfand transactions, as a result of
contracts between departments and/or agencies within the sane
fund, are considered expenditures by the contrador and revenues

by the contracteéor budyetay purposes. Hoever, in the Car-
bined Statement of Revenues, Ependitures, and Chges in Fund
Balances, intréund revenues andx@enditures hae been efni-
nated The anount d the elminations ly fund is rélected in the
Combined Statenent of RevenuesExpendituresandChangs in
Fund Balances- Budget and Actual.

I. Inventories

Inventories of materials and supplies are detared both by
physical counts and thragh perpetual imentory systams. Propri-
etay funds and Collge and Un¥ersity Funds iwentories are
valued at the lver d cost ormarket. Methods includérst-in-first-
out (FIFO), last-in-first-out (LIFO), average cosgightedaverage,
weightedmoving average, and retail imentoy method.

Governmental fund inventories are rearded as ependitures when
purchaseaxceptfor the following which are recorded as expendi-
tures when consmed: inventoriesfor the Transportation Fund;
inventoriesfor applied technolgy centers in the Ufiorm School
Fund; andfood stanps coupon iwentories in the&General Fund.
Transportation Fund imentories arevalued usig a weighted
averge costApplied technolgy center iventories arevalued at
cost, average cost, or lower of cost or market, using FIFO and retall
methods. Food staps arevalued at coupomalue and ay unex-
pended balances afiscal yearend are also reported agedeed
revenues.

J. Fixed Assets

Fixed asset usedin governmental-i/pe operationggenera fixed
asEts) are recorded as expenditures in the governmentd funds and
the related assets are reported in the Genera Fixed AssetsAccount
Group. Interest expense for fixed asst construction in the Enter-
prise Funds and in s® colleges and umiersities is capitalizedhll
other interest xpense incurred durin construction b capital
fadlities is consideredmimaterial and is not capitalize@ublic
domain (“infrastructure”) general fixed assets are nuoally
immovable and of value only to the State. Infrastructure, which
includes roads, bridges, dikes, curbs and gutters, streets and
sidewalks, drainage systems, and lighting systems, is nat capitalized
by the primary government or its proprietay fund ype canponent
units. Colleges ard universities capitalize infrastructuresas
buildings and improvements

B-27

 Landisdated a costor estmated ost at he time of acquisi-
tion. Donated land is valuedat its estimatedfair marketvalue
a the donatbn date. The majority of land in the Nonexpend-
able Trust Fund was acquired under thiederalEnabling Act
of 1894 At June30, 1998, the total land helg the trusfund
is 3.714 millio n acres, and theajority of this land is included
for reporting purpcses at the assigned value of approximately
one dollar per aade. The University of Utah (College and
University Funds) havalued all land acquired thrgafederal
grants at three thousand dollars per acre.

e Buildings and other fixed asts are recorded at historicalcost
or at estmated historical costvhere historical cost is not
available. Donatefixed assets anealued at their estiated
fair value at the datefa@onation.

¢ Asgtsin the Genera Fixed AssetsAccountGroup and in the

College and Unversity Funds -Plant Funds are not depreci-
ated. Foundations and institutes’ assstsch are includedin
the Collgge and Uniersity Funds, are stated neft acaimu-
lated depreciationfdp9.938million. Buildings and guipment
in thefoundations and institutes, and proprigtandfiduciary
fund types are depredated on a straight-line basis over their
estmated useful livesyhich extends td0 yeas on buildings
and 3 to 13/ears on equipent. Automotive equpment in the
Internal Sewvice Funds is depreciated ugia straght-line
basis over an estated life of Syears.

K. Deferred Charges

The amounts reported asdeferred barges rpreseit issuance @sts
on bondsamortized over the life of the issueusing the bonds-
outstandirg metha or straght-line method which approimates
theinterestmethod.

L. Accrued Liabilities

Accrued liabilities include the liabilt for enployee pgrolls and
liabilities accruing over rie where denand for payment is due
shortly after fiscal yearend. It also includes an este d the
State’s liability in a lavsuit with the federal retirees. terest
accried on genera long-term debt due shortly after fiscd yeaend
isasoreportedin the Debt Senvice Fundas accrued liabilities.

The Tax Reform Act of 198@quires governmental entities issuing
tax-exempt bondsto refund to the U.S. Treasuy interestearnirgs
on bord procedls in exces®sf the yield on thosebonds.Govern-
mentd entities must comply with arbitragerebaterequirenentin
order for their bonds tamaintain tx-exempt status. Enties are
requirel to remit arbitrage rebatepaymentsto thefederalgovern-
ment at least once every five yeas over the life of thebonds Some
State ¢ Utah bondsnay be exempt from the rebate requingents
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if they med cartain statutoly exceptionspertheregulations In the
Debt Sewice Fund and the HousinFinance Agenty Fund
(Componert Unit), the arbitrage liabilit is treated as a reduction
of interest reenues At June 30, 1998, the State’s total mmstied
arbitrage rebate liabilities in thedeindswere $2.52million and
$32 million, respective}. In the Studenfssistancérograms Fund
(Enterprise Fund), the arbitrage liabjliis treated as a current
expense.At June 30, 1998, the total essited arbitrge rebate
liability in this fund was $10.7million, of which $8.2million
representyield reduction pgments.

M. Deferred Revenue

Deferral revenue is principajl federalfunds eceived in dvance
of the authorizedgenditure. Special Renue Funds’ derred
revenues includeraounts @pended { the Transportattn Fund on
federaly participatirg construction project&hich are eljible for
reimbursenent butfor which thefunds are notwailable until a
modified project greament is sumitted. These anountswill be
billed to thefederal gvemment and re®rded as reveue in future
periods as funds become availdle. College and University Funds’
deferred rgenue consists priarily of summer school tuition and
feeswhich will be recognizediuring the next fiscalyear.Deferred
revenue for the StudenissistancePrograms Fund (Enterprise
Fund) isprimarily guarantee fees Wich are reognized as mcome
overaperiad of tenyears usig the sun-of-theyears-dgits method.

N. Contractor Retention

Construction contractswearded ly the Deparnent d Transporta-
tion (Special Reenue Fund) and those in the Capiajects Fud
usualy include praisions towithhold a percente d the pgments
until the project reaches a certain stageanpletion. Utah law
alows the departments to @posit trese funds inanescow acount
at the contractor's trustee bank at thendithe expenditure is
reagnized. The State controls opkhe releasefahesefunds; the
assets in the accounts are considered the pyagetie contracbor.
Therefore, no assets and liabilitidsr these escw aaccounts hae
bee included in thdinancial stataments in either th&ransporta-
tion Fund or the Capitdtrojects Fund. At June 30, 1998, $12.627
millio n from the Department of Transportation and $7.488 million
from the CapitalProjects Fundwere beig held in contractor
escrav accounts.

O. Policy Claim Liabilities

The liabilities are for insurance clans incurred prior to the
reportirng date and are based on actuarialnestes.
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P. Grants

Federal grants and assistaneeaadsmade on the basid entitle-
ment periods are recorded as revernmiesn entitlenent occurs. A
federal ranbursenent-ype grants ingoverrmental and allege and
university funds are recorded asvemueswhen the related
expenditures are incurred.

Federalgrants include namonetay transactiongor food and other
commodities andfor food stanps. Unepended balanced éood
stanps atfiscal yearend are reported in th@eneral Fund as
inventoy and déerred reenue. Comodities reenue and
expenditures are valued at their fedgrediported value. Commod-
ity inventories at yearend aremmaterial. For the fiscajear ended
June 30, 1998, the State reportedvemue and xpenditures of
$53.147million for food starps and $3.603 million for canmodi-
tiesin the General Fund, and $8.29illion for canmodities in the
Uniform School Fund (Special Renue Fund).

Q. Bond Discounts/Issuance Costs

In goverrmentalfund ¥pes, bod discounts and issuance costs are
recaynizedin the current period. Bond discounts and issuance costs
for proprietay fund ypes are derred and mortized over the term

of the bonds usipthe bonds-outstandimmethod or straght-line

method,which appraimates the #ective interestmethod. Bond
discouns in the College and University Fundsare deferred and

anortized over the tem of the bonds usip the straght-line

method,which appraimates the #ective interesimethod.

R. Fund Equity

Contributed capital is recorded in proprigtaiunds that hee
receivedcapital grants, contributions fmothe public, orworking
capital tranfersfrom otherfunds. Reseesrepresenthoseportions
of fund equity not appropriable for expenditure or legally segre-
gated for a spedfic future use. Deghatedfund balances represent
tentative plansfor future use bfinancial resources.

S. Retirement and EmployeeBenefit Costs

Most state enployees participate in the State Retiemt Systams.
Cortributions collected for the State Retient Systems and he
retirement benéits paid are both accountéor in thePensionTrust
FundsAll costsfor pension, health, arfdderal scial searity benefits

in governmentd fund t/pes are reported as personneliserexpendi-
tures in the appropriatéund. Benét costs applicable to proprietary
fund ypes are iikected asxpenses in the proprieyaiunds.
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T. Compensated Absences

Employees' vacatbn leave is accred at a ratef four hoursevery
two weeksfor thefirst five years & employment, andgrows to a
rate of six hours &ery two weeks dter tenyears & employment.
There is no requirm@ent to usevacation lege, but amaximum of

40 days may be carried fawvard at the beginning of each calendar

year.Vacatbn leave is epended when eaned.

Employees ean sick leave at a rate éour hourdor eachwo week
period, with no limit to the anount that can bacamulated. The
State does not reiburse enployeesfor unused sk leave upon
termination except employees eligble for retirament. Sick leave is
expendedvhen usedAt retirament, the Stateill pay anenployee
upto 25 percent of themaployee’s accmulated sickeave and will
pay for premiums to maintain hedth and life insurance coverage for
up to five years or until the raployee turns ge 65, whichever
comes first. An estimate d the liability for this retirenent benét
has been recorded in the operaifunds ¢ the State.

In fiscalyear 1994, the Statenplemented canpensated absences

and postemployment benéit poolswithin the Generd Furd and

Special Reenue FundsThe pools hold assets fally fund the
liability for vacation leave and postployment benéts. The

pods liabilities were fundedwith a one-tme increase irfund

equity from the accrual of taxpar-assessed taxéhe pool is also
funded with an accual of the federal receivdles for the federal

share d the liability. The orgoing paymentsfrom the pools are
provided by chages to geng budyets as berfés are earned.
Vacdion leave taken as time off is paid from currert budgetswhen

usel. Payment d leave balances at teination and pgment of

posemployment benefits are made from the cmmpensated bsences

and postenploymert benédit pools.

The General Fund and Special Waue Fundsccountfor their
liability for canpensated absences and pogteyment benéts
within their own funds. Certain proprietafunds and xpendable
trug funds dé the primary goverrment hae transerred their
liability for vacation leave and postgloyment benéts, alongwith
related assets téund the liabiliy, to theGeneral Fund Qopen-
satedAbsences an@ostanployment Benéit Pool. In fiscal year
1998 the ne Deparinent d Workforce Sevices consotiatedwith
the Depantnent d Employment Securif. As a result, théederal
liability for enployment securif wasmoved intothe General Fund
CompensatedAbsences antPostanployment Benét pool. The

federal share b the liability for campensated absences and

postenployment benéts was fundedwith an accrual of federal
receivales.

Thetotal liability for vacation leave and posiployment benéts
at June 30, 1998yas $202.75%illion, of which $156.792nilli on
was reported in the General Fund, $17.84 miilli on was reportedin
the Unform School Fund, and $28.88dllion wasreportedin the
Transportation Fund.
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Compensatory time for overtme worked may be earned up to a
maximum of 80 hoursAny overtime excealing 80 hours is paid
when earned. Gopensatoy time is expendedhen earned.

College and universities’ vacaton and sick leave eaings palicies
valy slightly among institutions anfrom the aboveVacation leave
is expendedvhen earned and &ideave is xpendedvhen usedAt
June 30, 1998, the total liabilit for unusedvacaton leave in he
College and Unversity Fundswas $33.980million.

U. Long-Term Obligations

Long-tem debt is recogizedasa liahility of agoverrmentalfund
when due, or when resources have been acawmulated in he Debt
Service Fundfor payment eany in thefollowing year. For dter
long-term obligations only that portion expectedto be financed
from expendable avail able financia resourcess reportel as a ind
liability of a goverrmental fund. The remaining portion d such
obligations is reported in th&eneral Long-Tem Obligation
AccountGroup.Long-temm liabilities expededto be financedfrom
proprietay funds, trustfunds, and collge and uniersity funds
operations are accounteddr in those tinds.The anounts reported
in the Combined Balan® Sheé¢ for the Gener& Long-Term
Obligation Accourt Group include $1.2@ billion gener& obliga-
tion bonds, which will be paidfrom the General Eindand Speda
Revenue Fundapproprations as the bonds mature; $209.18milli on
building leaserevenue bonds which will be repad from rent
payments from state agencies $6.3% million revolving loan
revenue bonds which are secure by notesreceivdle in the
Generd Fund’s Water Securiy Enhancenert Revolving Loan
Programs and will be paid from the allection of |oans receivale;
and $29.431million of obligations under capital lease romit-
ments. (See Notes 7 and 8.)

V. Totals (Memorandum Only)

Total columns (Memorandum Only) have been added to certain
statenent for the primary government and the reporting entitThe
total columnsinclude intefund actvity and are not qoparable to
consolidated fnancial statenents, but are preseited only to
facilitatefinancial anajsis. Data in theseolumns doesnot present
financial position, resultsf @perations, or cadtows in coriormity
with generally acceted acounting principles. The primary
government includes allfunds, oganizations,accountgroups,
agencies, boards, canmissions, and authorities that are not legally
separatdrom the StateThe reporting entjt includes thegrimary
government and all bits canponent units.
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NOTE 2. BEGINNING FUND BALANCE/E QUITY

ADJUSTMENTS AND OTHER CHANGES
Beginning Fund Balance/Equity Adjustments

Statement 31 é the Governrmental Accountirg Standards Board,
Accounting and Financial Reporting for Certain Investments and
for External Investment Poolsasimplemental for all reporting
entitiesexcept for Workers’ Canpensation Fund (@aponent Unit)
which is reportedfor the period ended Damber 31,1997 This
statement requires that govemments vabe and report gpplicable
investments atfair value in thevarious balance sheets; it also
requires that the chges infair value d invesmentsbe reportedin
thevarious operatig statenents. The aimulative effed of valuing
invesiments at fair valie is reorted as an dustment to begin-
ning fund balances and retained earnings resulting in an increase
of $22.244 million for all primary government funds and an
increase 6$53.418millio n for all component units. Iformation
was not available to restate prior period¥he standard also
requires thet external investment pook be reported as invesment
trust funds.The StateTreasurer’s Imesment Pool, which was
previously reported as angang/ fund, is nav reported as an
invesment trustfund.

The State implemented Stat@ent 32 ¢ the Goverrmental Account-
ing StandardBoard Accounting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Casagien Plans,
in fiscal year1998 The Utah StateRetiramert Office’s adminis-
tered 457Plan canplied with the requirenents ¢ IRC Section 87,
subsectiond) prior to June 30, 199&ASB Statenent 32 requires
that 457 plans which mee the applicable criteria for inclusionin
the goverrment’sfiduciary funds be reportbasan expendablerust
fund This resultel in an adjusinent to bginning fund balance in
the Dderred CaonpensationPlans ExpendableTrust Fund of
$171.5@ million, of which $1.922million previously reported in
college and uniersities, conponent units; and $169.5#illi on was
a deduction in the SalaDeferral 457Plan Ageng/ Fund.

Statement 32 ¢ the Governmental Accountirg Standards Board,
Accounting and Financial Reporting for Intern@évenue Code
Section 457 Deferred Compensation Plamas not implemented
for outside 457 plans held ¥ colleges and universities mponent
units and the State of Utah Office of Education Theseoutside457
plans are not held in a trustee capaahd there is no fiduciary
accountabiliy. These plansvere not amended to coply with the
requiranentsof IRC Sectia 457, subsection (g) untilfeer June 30,
1998. The anountsfor these plans are still reported aseded
compensation plan assets in the cajleand uniersity component
units and geng funds.

B-30

Transfer of Funds

The Federal Eployees’ Settlment Fund (Special Revenueps
terminatedon July 1, 1997.Thefund had ndund balanceThe assets
and dfsetting liabilitieswere tranterred to theGeneral Fund.

The 1997 Legislature required the School and Institutiomalist
Lands Administration to redassfy its management operationfrom

a redricted expendable trust fund to an enterpriséund. This
realted in the tranfer d $2.583million in current assets and
$2.58 millio n of fund equity to the Stae Trust Lands Administra-
tion enterprisefund Fixed assetswith a costof $5.60L million
which were preiously reportedn the general fixed assetacount
groupwere also trarferred to the Staf€rustLandsAdministration
enterprisefund In addition acawmulated depreciaton of $172
thousand was also remrded.

NOTE 3. DEPOSITS AND INVESTMENTS

Listed below is a summary of the depasit and investment portfolio
that represents the Cash and Cash Equivalents, Investments, and
Deferred Compensation Plan Assets on the June 30, 1998, balance
sheet. Inesting is governed ly the prudentnan rule, in acordance
with the Money Managemet Act, Chapter 51-7, Utah Code
Annotated 1953 as anended. Except certain repurchase agree-
ments all securities purchasedr held and dl evidence of deposits
and investments must be in the custody of the State, or may be held
by an agent in the State's name. Investment transadions may be
corducted only through qualified depasitories, or catified dealers,or
diredly with issuers of investment seaurities.

A. Deposits

At Jure 30, 1998, the caying amount d the State’s deposifer the
primary goverrmentwas $79.66%nillion and $54.69millio n for the
component unitsAt June 30, 1998, the Habalancewas $166.424
millio n ard $73.092million for the pnmary government and coponent
units, respectivgl Of the bank balancer the primary govermment,
$4.17 millio n was covered g the Federal Deposit Insurance Corpora-
tion (FDIC) or ly collateral held ypthe Stée's agent in the nameof the
State. Of the bank baancefor the compone units $3.072 millio n was
covered by the FDIC or y collateral held ¥ the State’s agent in the
name of the StateThe renaining deposit$or the prmary government
and conponent unitsvere uninsured and uncollateralized arde held
by variousfinancial institutionsThe State bUtah does not require
collateral on deposits. Keever, the State Gomissioner 6 Financial
Institutionsmonitorsfinancial institutionsnonthly and establishdamits
for the depositfopublicmoney at individualfinancial institutions.
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B. Investments

Statutes authorize the State to invest in negotiableand nonneyotia-

ble certificates & deposit; repurchase and reverse repurchase
agreaments; conmercial paper; bankers’ acceptances; obligations
of the U.S. Treasury and certain agaciesof the U.S. Gvemment;
corporate obfiations; bonds, notes, and otheidence 6 indebted-
nessof political subdvisions d the State; shares or céidates in
open-end managed money market mutual funds; andvarious other
investments. Authorized inveshents are subject to certain restric-
tions. Certain state agencies and aoponent units are also alled

by statute to invest in invasent contracts, equitsecurities, real
estate, and othervesiments. In addition to wesments authorized

by statute, bond proceeds are invested in other imasdt in

accordancavith the goplicable bond resolutions. esiment types
for PensionTrust Funds are not restrictegl &tate statute and are
presented at fair vale.

The following table preides irformation about the credit and
market risks associatadith the State’s invesients. Categgor 1
includes inveshents that are insured or registered, owfbich the
securities are heldybthe State or its agent in the State’snea
Catagory 2 includes uninsured and ugigtered ivestnentsfor
which the securities are helgl the counterpayts trust department
or agent in the State’s mae. Catgory 3 includes uninsured and
unregistered investentsfor which the securities are hely the
counterpaty or by its trust department or agent, but not in the
State’s nane.

Credit and Market Risks of Investments — Primary Government
(Expressed in Thousands)

Category
Carrying Fair
1 2 3 Amount Value
Repurchase Agreements . ............... $ — $ 592 $183,700 $ 184,292 $ 184,292
U.S.Govermment Securitie . ............ 594,400 7,685 — 602,085 602,404
Negotiable Certificates of Deposit .. ....... 75,207 — — 75,207 75,207
Commercial Paper . ................... 84,213 — — 84,213 84,213
Corporate Bonds and Nate. . . .......... 4,557,622 — — 4,557,622 4,557,622
Equity Securities. . .................... 3,878,482 — — 3,878,482 3,878,482
Total ... $ 9,189,924 $ 8,277 $183,700 9,381,901 9,382,220
Mutual and Escw Funds. . ............. 3,383,699 3,383,699
Investment Contrads . ................. 195,719 195,719
Invesmment in U.S. Treasyr
Investment Podl ..................... 586,818 586,818
Component Units Imesiment in Primary
Government’s Investment Pool .......... (226,150) (226,150)
RedEstate . ................cv.... 125,463 125,463
Red Estate Mortgages .. ............... 512,086 512,086
Red Estate Joint Ventures .............. 424,102 424,102
Invesiments Held iy Broker-Dealers Under
Securitied_endingProgram:
U.S. Goverrment Securitis. . ....... 470,977 470,977
Equity Securities . . ............... 588,443 588,443
Corporate Bonds and Nate. ... .... 174,116 174,116
Securitied_ending Shorffem Collateral
Investment Pool . .................... 1,255,786 1,255,786
Total Investment . ................ $ 16,872,960 $ 16,873,279

The PensionTrust Fund wns appraimately 60 percent bthe investnents that are in Cagery 1.

B-31



STATE OF UTAH

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 1998

Credit and Market Risks of Investments — Camponent Units
(Expressed in Thousands)

Category
Carrying Fair
1 2 3 Amount Value
Repurchase Agreements . . .............. $ — $ — $ 51,716 $ 51,716 $ 51,716
U. S.Govermment Securitie . ........... 775,408 35,136 52,801 863,345 876,987
Negotiable Certificates of Deposit . ....... 9,074 — — 9,074 9,074
Corporate Bonds and Nate . . . ......... 101,071 491 3,389 104,951 107,170
Equity Securities . ........... ... . ... 49,690 793 18,140 68,623 68,623
Municipal andPublic Utility Bonds . . ... .. 62,227 1,247 1,805 65,279 65,472
Total .......... . $ 997,470 $37,667 $127,851 1,162,988 1,179,042
Mutual and Escne Funds . ............. 414,300 414,300
Investment Contrads . ................. 255,482 255,482
Invesiment in Primary Goverrment’s
InvestmentPodl . .................... 226,150 226,150
Red Estate ......................... 6,781 6,781

Tota Investments . .. .............

C. Securities Lending

The Utah Retirenent §stem (Trust andAgeng/ Funds) and the
Utah Public EmployeesGroup Insuranc@rogram (InternalService
Funds) participate in secuyitendirg programs as authorized by
their Boards.The ypes & securities lent are U.S. govenant
securities, equitsearities, and corporate bonds and notes. Under
theseprograns, securities are transferred to anindependent broker

or dealer in exchange for collateral in thariaf cash, gowament
securites, and irrevocable bank letters of credit equal to 102
percent of themarket value d the danestic securities on loan and
105 percent of the market value of the international seaurities on
loan, with a smultaneous agreament to return the collaterébr the
same securities in thduture. There are no restrictions on the
amount o loans that can bmade. For both state entities, their
custodial agent is the ageffior its securities lending progra
Securities under loan anaaintained in both state entitigshancial
records and are presented as unclassified in tieeding summary

of custodia risk. Corresponding assets and liabilitis collateral
received which can be pledged or sold without a borrever déault
are recorded at the fair valuat yearend UtalPublic Employees
Group Insuranc®rogram held $15.806nilli on of collateral which
canna be pledged or sold without a borrower default and which is
not recorded as assets and liabilities.

At yearend neither the Utah Retinent §/stem nor UtahPublic
Employees Group Insurance Program had any credit risk expasure
to borravers because the collateral exceeded tieauat borrowed.
The securities on loan atearendfor the entitieswere $1.186
billion and $47.59illion, respectvely, and he collateralreceived
for thosesecuritieson loanwas $1.223 billion and $48.33dillion,
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$ 2,065,701 $ 2,081,755

respectrely, with carlying amount andfair value beiig the sane.
Under the tems d the lending agrement, both state entities are
indemnified agjainst loss should the lendjregent be unable to
recover borrved securities and distributions due to bareo
insolveng or failure d the lendiig agent to propest evaluate the
creditworthinessof the barrower. In addition, thg are indennified
against loss should the lendjragentfail to demand adequate and
appropriate collateral on artely basis All securities loaned cdoe
terminated on dmand ly either state entitor the borraver. Cash
collateral is invested in the lending agent’s shomatEvesment
pool. The short-tem investment pool guidelines spefy that a
minimum of 20 percent bthe invested cash collateral is to be
avail able each business yland that the dollawveighted average
maturity of holdings should not xceed60 days. The relatonship
between the maturities d the short-tan invesiment pool andkach
of the state entities’ loans idfacted ly the maturities ¢ the
securities loansnade ly other entities that use thgemt’'s pool.
This cannot be detaiined fy the state entities.

NOTE 4. INVESTMENT POOL

The Utah State Treasurer’s office operatesRhklic Treasurer’'s
Invesment Fund PTIF) investment pool.The PTIF is available for
investment d funds adninistered ly ary Utah public treasurer.
Participation is not required and nminimum balance or
minimum/maximum transacton is rejuired. State agacies ad
fundsthat are authorized to earn interest alsorivest in he PTIF as
an internal irvestment pool. No separate report as atemal
invesiment pool has been issutat thePTIF.
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The PTIF is not registered with the SEC as an investment company.
The PTIF is authorizedand regulated by the Money Management
Act, Chapter 51-7, Utah Code Annotated, 19585 amended. The
Act establishethe Money Manajemert Councl which overseeshe
activities d the State Treasurer and tREIF. TheAct detaif the
invesimensthatare authorizeavhich are high-grade securities and,
therefore, there isvery little credit rik except in themost unusual
and unforseen circumstances. Deposit in the PTIF arenat insured

or othewise guaranteedytthe State of Utah, and participantsreha
proportionaly in ary realizedgains or losses on wesiments.

The PTIF operates and reports to participants on anraortized cost
basis. The incane, gains and losses, net administrationfees, of

the PTIF are allocated to participants on the ratiatee patici-
pant’s share to the totdiunds in thePTIF based on the partici-
pant’s averagedaily balance of each participant’s balance. The
PTIF allocates mcome and issles statments on amonthly basis.
Twiceayea, at June 30 and December 31, which are the accaint-
ing periods for public entities, the investents are valued dair
value ard participantsare informed of the fair value valuation
factor that enables theto adjust their stateent balance tdair
value.

PTIF condensedinancial statments, incluste d external and
internal participants for the fiscalyear ended June 30, 1®%re as
follows:

Public Treasurer’'s Investment Fund
Statement of Net Assets
June 30, 1998
(Expressed in Thousasd

Assets

Cash and Cash Equivalents . . . . . ..
Investments ..................
Interest Receivabl. . ...........

NetAssts............

Net Assets Consist of:

$ 238,580
3,476,680
28130

3,743,390

ExternalParticipantAccount Balancg . . . .........
InternalParticipantAccount Balances:
Primary Government . .. ...................
ComponentUnis ........................
Undistributed Resges and UnrealizeGainsLosses .

ParticipantAccount Balance NeAsset Valuation Factor
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2,241,938

1,271,832
224,923
4,697

3,743,390

1.000018
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Public Treasurer’'s Investment Fund
Statement of Changes in Net Assets
For the Fisal Year Ended June 30, 1998
(Expressed in Thousasd

Additions
Pool Participant Deposits . ... $ 5,564,986
Invesment Incane:
Investment Earnings . ..................... 212,396
Fair Valuelncreases .......... ... 2,213
Tota Investment Income ............... 214,609
LessAdministrative Expenses . .............. 135
Net Investment Income . .. .............. 214,474
Tota Additions................... 5,779,460
Deductions
Pod Participant Withdrawals . .................. 4,804,431
Earnings Distributions . .. ........... ... ... ... 210,319
Tota Deductions ................. 5,014,750
Net Increase From Operations . . . .. . .. 764,710
Net Assets
Beginningof Yea . ....... ... ... . . . . ... 2,980,826
Adjustment to Beginning Net Assts .. ............ (2,146)
Beginning Net AsstsasAdjusted . . .............. 2,978,680
Net Assts—Endof Yea . ................. $ 3,743,390

The adjushent to beginning net assetsas the resultfamplementing Statera 31
of the Governmental Accountirg Standards BoardAccounting and Financial
Reporting for Certain Investments and for External Investment Pools

Deposits and Invesinents covered by the Federal Depasit Insurane Corporation(FDIC) and

$109.907million was uninsured and uoltateralizedand washeld
The following disclosure bdeposits and invasients isfor the by various financid institutions Thefollowing scheduleprovides
Public Treasurer’'s lmesment Fundwhich includes eternal and information about the credit amdarket riks associatewith the
internal participantsThese assets are also included in Note 3, State’s invesiments Categoy 1 includes invesiments that are
disdosure ¢ deposits and invesentsfor the state entitas a insured or registeredor for which the securities are held by the
whole. Information on theytpe d deposits and wesments and State or its agert in the State’sname. Category 3 includesunin-
how they are held is disclosed in Note &t June 30, 1998, the sured and unregistered investments for which the seaurities are held
PTIF invesments included certificates of deposi of $110.507 by the counterpaytor by its trust deparbent or @ent, but not in
million that qualfy as deposits. {his anount, $600 thousangas the State’sname.
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Public Treasurer’'s Investment Fund
Credit and M arket Risks of Invesments
June 30, 1998
(Expressed in Thousasd

Category
Fair
1 3 Value
Negotiable Cerfiicates ¢ Depost . . $ 75,102 $ — $ 75,102
Repurchase Agreements .. ....... — 55,000 55,000
U.S.Govermment Securitie . . . ... 471,326 — 471,326
Commercia Paper ............. 66,089 — 66,089
Corporate Bonds and Nate. . . . .. 2,937,236 — 2,937,236
Tota Investments .............. $ 3,549,753 $ 55,000 $ 3,604,753
Public Treasurer’'s Investment Fund Portfolio Statistics
June 30, 1998
Range Weighted
of Average
Yields M aturity
Certificaesof Deposit .............. 5.56% — 5.98% 11days
Repurchase Agreements . .. .......... 6.00% 1day
U.S.Goverment Securitis . . ........ 5.60% — 6.04% 437 chys
Commercial Paper . ................ 6.27% — 6.35% 1day
Corporate Bonds and Nate . ... .. ... 5.39% —5.91% 39 days
June 30, 1998
Weighted Average
Average Adjusted
Yield M aturity
Total Investment Fund . . .. .......... 5.61% 86 days

B-35



STATE OF UTAH

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 1998

NOTE 5. DUE FROM/TO OTHER

General Fund . . . .

FUNDS

At June 30, 1998

(Expressed in Thousands)

Special Reenue Funds:
Uniform Schod . .....................

Transportation

Centennial Highway .. .................
Sports Authority ... ...
Consumer Educdtion . .................
Capital ProjedsFund . .. ...................

Debt Service Fund
Enterprise Funds:

Alcohdic Beverage Control . ............
Utah Correctional Industrée. . . ..........
State Trust Lands Administration . ........
AgricultureLoanFund . .. ..............
Clean Fuel/Private .. ..................
RevitdizaionPrograms . ...............
Internal Sevice Funds:
Water ResourcesLoan Fund . .. ..........
InformationTechnolgy ................
GroupInsuance . . ............. ...

Community Impad Loan Fund .. .........

Generd Services. ............
Fled Operations . ............

Human Serviced/Interna Service . .

Office of Educaion/Internal Service . ... ...

Natural Resources/Internal Service

Administrative Sevices/Ri& Managemert . .

Property Management . . . .......
State Debt Colledion ..........

Trust andAgeng/ Funds:

Nonexpendable Trust ..........

Expendabléerrust:

Unemployment CanpensationTrug . ..

Employers Reinsurance Trust

Utah Navgjo Trust . .. ... ...
Restricted Trust . . ... ......

Agency:
Couny andLocal Collectios

Deposits, Suspense, and Miscellareou

Component Units:
College and Unversity Funds:

University of Utah ........
Utah State University .. ....
Weber State University . . . . .

Southern Utah University . . .
Salt Lake Community College
Utah Valley State College . . .
College of Eastern Utah . . ..

Tota ............
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Interfund Interfund
Receivables Payables
$ 24441 $ 10281
2,549 274
48,384 38,946
8,585 43488
405 473
— 47
22,277 1,493
52 311
246 5,873
1,808 590
2 103
5 8
20 —
— 17
43 —
5,025 7,729
— 152
— 17
1,318 1,370
4,188 8,311
230 163
287 48
543 2,072
274 6,124
567 366
2 23
17 7
— 952
— 4
2 80
29 555
27,467 —
85 —
152 16,113
— 932
— 331
— 52
— 417
— 874
— 407
$ 149,003 $ 149,003
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NOTE 6. FIXED ASSETS

Changes in the General Bied Assets Account Group
(Expressed in Thousands)

Balance Balance
July 1, 1997 Additi ons Retirements June 30, 1998

General Fixed Assets:
Land . ..o $ 117,459 $ 11,181 $ 839 $ 127,801
Buildingsand Improvements . . . . ............ 662,688 193,857 14,298 842,247
Madinery and Equipment ................. 237,156 63,013 24,377 275,792
Congtruction-In-Progress .. ................ 219,111 63,183 201,392 80,902

Total General Fixed Assts ............. $ 1,236,414 $ 331,234 $240,906 $ 1,326,742

At June 30, 1998jxed assetfor Enterprise Funds, Internal 8ee Funds;Trust Funds, and @aponent Units consistf ahefollowing amounts
(expressed in thousands):

Primary Government Component Units

Internal Colleges
Enterprise Service Trust and Proprietary
Funds Funds Funds Universities Funds
Land . ....... . $ 91%4 $ — $ 5017 $ 44402 $ 2,770
Buildings and Improvements . . . . . 18,093 5,986 3,864 1,405,000 8,546
Madinery and Equipment ... ... 8,514 137,201 4,101 803,635 11,910
Accumulated Depredation . . .. .. (8,342) (83453) (4,12) (9,938) (8,451)
Congtruction-In-Progress ... .... 3,668 1,143 — 171,489 —
Total Fixed Assts .. ........ $31,127 $ 60877 $ 8,840 $ 2,414,588 $14,775
Investment in General Fixed Assets by Source
(Expressed in Thousands)
1997 1998
Genera Fund . .......... ... . .. $ 733,912 $ 913,456
Special Reenue Funds:

Uniform School Fud . .................. 88,117 102,507

TransportationFund . ................... 170,684 178,840

Sports Authority Fund . .. .......... ... ... 23,381 49,781

Capital ProjedsFund ....................... 219,111 80,902

UtahNavgo Trust Fund . .................... 1,209 1,256

Total Investment inGeneral Fked Asses . $ 1,236,414 $ 1,326,742

Construction-InProgress retireents are trarisrred as additions to land and builginThese additionsepresenland of $7.566 million and
buildings of $193.826million. If Construction-InProgress &penditures are inxeess 6 current authorization, dieits will be funded from
additional appropriationsfor phasedfunded projectsfrom additionalfunding from a participatig ageng/, or from the capith projects
contingeng/ funds. Construction-lrogress, in the Capitdrojects Fund, at June 30, 1998, consistethefollowing:
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Capital Projects Fund
Construction-In-Progress
(Expressed in Thousands)

Amount Amount Balance

Project Description Authorized Expended Authorized
94178 U of U Huntsnan Cancer Instit@t. . ................. $ 15877 $ 15877 $ 0
96014 StateLibrary Visually Handicapped Bigl. . . ........... 14,563 7,668 6,895
96006 GunnisonPrison,Phase | 192 B&................... 14,292 12,686 1,606
96027 State Hospital Forensics Fagilit . .................. 14,204 3,428 10,776
96011 Davis Couny Regional Courts Kpansion ............. 11,678 4,707 6,971
97025 Youth Corrections, Rggon One Faciliy . .. ............ 8,854 410 8,444
94042 Davis ATC MultipurposeAddition .................. 6,746 4,876 1,870
96012 Washirgton Couny Courthous. . . .................. 4,448 4,262 186
96016 DOT Traffic OperationCente. .. ................... 4,031 3,586 445
93016 Dedand BlindClassrams . ................c.coov... 3,481 3,367 114
94062 DOT District 2, NevComplex . . . ................... 3,262 3,206 56
— All Others . ... . 25,338 16,829 8,509
Total . $ 126,774 $ 80,902 $ 45,872

The State had long-term construction propd commitments totaling $10096 milli on at June 30, 1998.Thefollowing construction projects kia
remaining commitments and represent regations ¢ fund balance in the CapitBtojects Fund:

Capital Projects Fund
Construction Project Commitments
(Expressed in Thousands)

Remaining
Construction
Project Description Commitment
96013 USU Widtsoe Hall Chmistry Building Rephcament . .. ............ ... ... ... ...... $ 22486
96167 University of Utah Nev FineArts Museun . . ... ... e 11,613
96027 State Hospital Forensic Fagilit. . . .. ... .. e 8,551
95013 Weber State Umiersity Browning Center Reodd ... ............. ... ... .. .... 8,407
96156 University of Utah Student HOuSIN. . . . . . ... e 6,657
94029 University of Utah Gardner Hall Reneation & Concert HalAddition . .. ............... 5,674
95018 Universily of Utah Rice-Eccles StadiuRenwation ............... ... ... ... . ..... 5175
96011 Davis Couny Courts Facilly . . ... ... e 3,929
96016 DOT Traffic Operations Cente. . . .. .. ...t e 3,854
96014 New Statelibrary/Visually Handicapped Facilit . ... ......... ... ... ... ... . . ... ... 3,069
95022 CEU Student CeNLe. . . ... .ot e e e e 1,811
96041 State CapitolGrand StairsGold Roan, Other mprovements. .. ........... ... ... .... 1,733
97043 Office d Rehabilitation Industriefor the Blind, Gfice Ranodeling ................... 1,070
96165 UVSC Technolgy Building Desgn . .. ....... . e e 1,069
97021 Antelope Island Stateark, East Road Deslopment . ... i, 937
— Al OtherS . .o 14,925
Total COMMItMENTS . . .. oot e e $ 100,960
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NOTE 7. LEASE COMM ITMENTS

The State leasesftice buildirgs and é&fice and canputer equip-
ment. Although the lease tems vary, most leases are subject to
annué appropriationdrom the Statd_egislature to continue the
lease obligations. If a legidative appropriation is reasonably
assured, leases are considered noncanceftatilaancia reporting
purposesard arereportal in the Generd Long-Term Obligation
Account Group or in the appropriate proprietaor college and
university fund typesdescribe below.

Assts aqquired through capital leasing are valued at the inception
of the lease at either thevier d fair market value or the present
vaue of the futureminimum leasepayments. Caital leaseobliga-
tionsfor the proprietar fund ypes are reported in thofends as
long-term obligations. The related assets and depreciation of these
assets are included in the proprigtArnds. Capital leasdsr the
College and Unversity Funds are reported in thoBends along
with the related assts. Capital |ease obligations for the governmen-
tal type funds are reported in th@eneralLong-Temm Obligation
Accourt Group, ard therelated assets are reported in @eneral
Fixed AssetsAccountGroup.

General goverrment capital lease peents ¢ $1.002million in
principal and $2.299nillion in interestfor thefiscal year ended
June 30, 1998 arereportal as an expenditureby governmental
function.

Operatimg leases (leass on assets not recorded in the balagueet)
contan variousrenava options aswell as some purchase options.
However, due to the nature of the leases, the related assts werenot
classfied as capita assts. Any escdation clauses, subleaseentals,

and contingent rentswere consideredmmaterial to thefuture
minimum lease pgments and current rental expenditures. Operat-
ing lease payments are recorded as expenditures or expenses of the
relatedfundswhenpaid or incurred.

The total operatirg leaseexpendituresfor fiscal year 1998 were
$29.097million for the primary government, and$13.481million

for component units. Fafiscalyear1997, the total operatirlease
expenditures were $25.737million for the primary goverrment and
$12.76 million for componen units Future minimum lease
commitments for noncancellable operating leases aguital leases
as d June 30, 1998yere adollows:

Future Minimum Lease Conmitments
(Expressed in Thousands)

Operating Leases

Capital Leases

Component
Primary Government Units
Long-Term College and
Primary Component Obligation Enterprise University

Fiscal Year Government Units Total Account Group Funds Funds Total
199 ........ $ 14,026 $ 14422 $ 28448 $ 3,183 $ 179 $ 7,550 $ 10912
2000 ........ 12,260 13401 25,661 3,186 178 6,939 10,303
2000 ........ 10,023 11,004 21,027 3,186 109 5,667 8,962
202 ........ 7,592 9,680 17,272 3,183 83 4,168 7,439
20B........ 5524 8,287 13811 3,205 83 2,855 6,143
2004-208 . .. 9,521 29,319 38,840 15,540 20 4,627 20,187
2009-20B . .. 1,462 2,333 3,795 10,425 — 6,905 17,330
2014-208 ... 1,028 2,286 3,314 7,810 — 10,068 17,878
2019-203 ... 253 2,225 2,478 941 — 5,658 6,599
2024-208 . .. 110 2,156 2,266 423 — — 423
2029-203 ... — 2,111 2,111 — — — —
2034-208 ... — 2,111 2,111 — — — —
Total Future

Minimum Lease

Payments .. $ 61,799 $ 99,335 $ 161,134 51,087 652 54,437 106,176
LessAmounts Representininteres .. ...................... 21,656 109 18,088 39,853
Present Vaue of Future Minimum Lease Payments . ... ......... $ 29431 $ 543 $ 36,349 $ 66,323
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Changes in Capital Lease Long-Tan Obligations
(Expressed in Thousands)

Component
Primary Government Units
Alcoholic
Beverage
Long-Term Control College and
Obligation Proprietary University
Account Group Fund Funds Total
Balance atJyl1, 199 .................. $ 30,720 $ 702 $ 35003 $ 66425
Incressein Lease Obligations . . ............ 1,477 — 9,370 10,847
Deaeasein Lease Obligations . ............ (2,766) (159) (8,02) (10,98)
Balance atJune 30,189 ................ $ 29431 $ 543 $ 36,349 $ 66323

NOTE 8. BONDS AND NOTES PAYABLE

A. General Obligation Bonds

The State issuegeneral oblgation bonds to prade fundsfor
aqyuisition, construction, and renovation d major capitd facilities,
highways, andwater managenent for govermental activities. In
addition, general obligation bonds hve been isswed to refund
general oblgation bonds, neenue bonds, and capitalized leases.
Genera obligation bondsaresecureddy the full faith and credit of

the State. Debt service requirents are providedyblegislative
appropriatio from the State’sgener& tax revenues. Asof June 30,
1998, the State had $78llion of authorized but unissued general
obligation buildirg bonds. In Jyl 1998, the State issued $55
milli on of building bonds and carerted $210million of highway
short-term general oblgation bond anticipation notes into $210
milli on long-term general obligation bond. The remaining $23
million of unissued buildig bonds are scheduled to be issued in
July 1999.

During fiscalyear 98, the State issued $26illion Series1997AB
and $240million Series1998AB BondAnticipation Notes (B.N)
to fund a portion of the costs associateih various higlwvay
congtruction projectsThe notes are not callable priorraturity,
will mature no later than 270 @ys from the date of issuance, and
may be rolled oer. Each note bears interdsdm its date of
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issiance at a rate determined on the date of issuance (not to exceed
12 percent), and interest is pable atmaturity. Current interest
rates aersge 3.70 percent per anmu

To provide liquidity for payment d principal and interest on the
97AB BAN, the State has entered inteot substantiayl identical
credit agreementswith the Toronto-Daninion Bark of Canada,
each dated Jyl10,1997,with respect teeach series of notes. The
commitment undereach agraeent is $130 million, and both
agreamentsexpire on Jw 10, 2000. On Jyl 1, 1998, the State
issued$210 milli on of general obligation bonds to retire a portion
of the 9AB BAN (see Note 19, Subsequentefts). The State
currenty expects to retire themaining $50million of 97AB BAN
with federal hjhway monies on or bi@re Juy 10, 2000.

To provide liquidity for payment d principal and interest on the
98AB BAN, the State has entered inteotsubstantiajl identical
credit agreamentswith the Toronto-Daminion Bark of Canada,
eachdated Ma 7, 1998,with respect teach series of notes. The
commitment undereach agreaeent is $120 million, and both
agreaments a&pire on My 7, 1999. Subsequent to June 30, 1998,
the greamentwas &tended to Mg 7, 2001.The State currently
expeds to retire the 98B BAN with general oblgation bonds on

or bdore May 2, 2003.

Genera Obligation BondsPayable presated in he Ganeral Long-
Tem Obligation AccountGroup consist bthefollowing:
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General Obligation Bonds Paydle
(Expressed in Thousands)

Date M aturity Interest Original Balance
Bond Issue Issued Date Rate Issue June 30,1998
1991 RS Capital Faciliy Isste ... .. .. 12/1591 1998 5.50% $ 47,935 47,935
1992AB Capital Faciliy Isste . ... ... 07/01/92 1993-1998 4.50% to 5.00% $ 85,000 24,275
1993AB Capital Faciliy Isste . ... ... 07/01/93 1999 4.40% $ 70,000 70,000
1994ABCDEF Capital Facilit Isste . . 07/01/94 1995-2000 4.60% to 4.70% $ 94,745 90,100
1995AB Capital Faciliy Isste . ...... 07/01/95 2001 6.00% $ 45,000 45,000
1996 Capital Facilitlssee .......... 07/01/96 2002 5.00% $ 20,000 20,000
1997ABCDE Capital Facily Isse . .. 07/01/97 2002-2013 4.80% to 5.50% $ 200,000 200,000
1997 F Capital Faciltissie......... 08/01/97 2002-2013 5.00% to 5.50% $ 205,000 205,000
1997AB BondAnticipation Nots . ...  07/10/97 2000 variable $ 260,000 260,000
1998AB BondAnticipation Nots . ...  0507/98 up to 2003 variable $ 240,000 240,000
Total General Obligation
BondsPayable.............. $ 1,202,310
General Obligation Bond Issues
Debt Service Requirenents toM aturity
For Fiscal Years Ended June 30
(Expressed in Thousands)
Principal
1991 FG 1992AB 1993AB 1994A—F 1995AB 1996
Fiscal Capital Capital Capital Capital Capital Capital
Year Facility Facility Facility Facility Facility Facility
199 ...... 47,935 24,275 — 1,575 — —
2000...... — — 70,000 7,200 — —
2001 ...... — — — 81,325 — —
2002 ...... — — — — 45,000 —
2003 ...... — — — — — 20,000
2004-20@ . — — — — — —
2009-20B . — — — — — =
Totd . . $ 47,935 $ 24,275 $ 70,000 $ 90,100 $ 45,000 $ 20,000
Continues Below
Principal
1997AB 1998AB Total
1997A-E 1997F Bond Bond Principal Interest Total
Fiscal Capital Capital Anticipation  Anticipation Amount Amount Amount
Year Facility Facility Notes Notes Required Required Required
199 ...... — — 210,000 — 283,785 46,047 329,832
2000...... — — — — 77,200 39429 116,629
2001 ...... — — 50,000 240,000 371,325 32,464 403,789
2002...... 8,250 12,625 — — 65,875 21,091 86,966
2003 ...... 33,700 13325 — — 67,025 17,572 84,597
2004-20@ . 91,175 78,375 — — 169,550 56,685 226,235
2009-20B . 66,875 100,675 — — 167,550 17,598 185,148
Totd . . $200,000 $205,000 $260,000 $240,000 $1,202,310 $230,886 $1,433,196
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Changes n General Obligation Bonds
(Expressed in Thousands)

Balance at Jyl1, 198 ................ $ 367,160
New Bonds Issed:
1997ABCDE Capital Faciliy ......... 200,000
1997 F Capital Facit. .. ............ 205,000
1997AB BondAnticipation Nots . . . . . . 260,000
1998AB BondAnticipation Nots . . . . . . 240,000
Bonds Retird .............. ... ...... (69,850)
Balance at June 30,189 ... ........... $ 1,202,310

B. RevenueBonds

Revenue bonds pable consist b those issued ybthe Utah
Housing Financé&geng, the Utah State Board ofefents Student
Loan PurchaseProgran, the Utah State Building nership

Authority, the State, and the various colleges and universities.

These bonds are not considegetheral obljations d the State.

The Utah Housig FinanceAgeng/ bondswere issued to pride
sources of cgpital for housimg persons blow or moderate incoe.
The bonds are secureq mortgages, and repanents aremade
from the mortgage proceeds. Outstandilgnds pgable are
reported in the coponent units. © the total reported bonds
payable, $1.724million represents derred interest on venue
bonds outstandmn

The Utah State Board d Regents StudenitoanPurchaseProgram
bonds were isaied to provide fundsfor student loans and are
seaured by all assets d the Board 6 Regents Rgenue Bond Fund
and by the revenues and receipts derivedrfreuch assets. Out-
standirg bonds pgable are reported in the Enterprise Furts.
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unused irrevocable dired-pay letter of credit expiring November
15, 1999 in the anount d $37.428million issued ly the Student
LoanMarketing Association supports the Series 199Bonds.The
Utah State Buildig OwnershipAuthority has issued a fiending
bondfor bonds preiously issued to construéacilitiesleasedo the
Department & Employment Securif. The bond is securedylthe
facilities, and repanent ismadefrom leaseincome. The outstand-
ing bond paable is reported in thGeneral Long-Tem Obligation
AccountGroup.

The Utah State Buil ding Ownership Authority has issied bondsfor
the purchase and constructior facilities to be leased to state
agencies. The bonds are seaured by thefacilities, and repanent is
madefrom lease incme. The outstandig bond pgable atlune 30,
1998 is reported in thé&eneralLong-Term Obligation Account
Group, exceptfor $9.615million which is reported irAlcoholic
Beverage Control (Enterprise Fund).

The State has issued revolving loan recapitatingprogram bonds
to provide capitafor the State’s revolving loan progns, and
subsequenylhas réunded one fothe bondsThe bonds are sed
by and repgiment ismadefrom the collection 6the revolving loan
prograns notes receivables. Of thmnds pgable outstandig at
June 30, 1998, $6.39Million are reported in th&eneralLong-
Tem Obligation AccountGroup and $8.71illion in the Intemal
Sewice Funds.

The colleges and uniersities issue bond®r various purposes,
including: student housipy special gents centers, and student
unions. The bonds are secured lthe related assets, student
building fees, and other inoee d certain college activities.
Outstandiig bonds pgable are reported in the Caike and
University Funds.

Revenue Bond®ayable presented on the @bined Balace Sheet
consist é thefollowing:
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RevenueBonds Pyable — Primary Government

(Expressed in Thousands)

Date M aturity Interest Original Balance
Bond Issue Issued Date Rate Issue June 30, 1998

1988 and 1993 Board ®Regents 4.4%%t0 7.6%

Student Loan Indentures .. ........ 1988-1997  1992-2031 and variable $ 799,060 $ 615,840
1992A Revolving Loan

RecapitalizatiorProgran ......... 04/15/92 1993-2004 4.0% to 6.6% $ 5,065 2,965
1992 B Reolving Loan

RecapitalizatiorProgran ......... 06/01/92 1993-2004 3.4%t0 6.3% $ 9,935 5,750
1992A Utah State Building

OwnershipAuthority Refunding . . . . 07/15/92 1993-2011 5.30%to 5.75% $ 26,200 21,680
1992 B Utah State Building

Ownership Authority .. ........... 07/15/92 1994-2011 4.3% 1o 6.0% $ 1,380 1,175
1993A Utah State Building

Ownership Authority .. ........... 12/01/93 1995-2013 4.5% 10 5.2% $ 6,230 5,330
1993 B Utah State Building

Ownership Authority .. ........... 12/01/93 1995-2014 4.5% 10 5.2% $ 8,160 7,080
1994A Utah State Building

Ownership Authority .. ........... 09/01/94 1995-2018 5.0% to 6.25% $ 30,915 27,095
1995A Utah State Building

Ownership Authority .. ........... 07/01/95 1996-2018 5.0% to 5.75% $ 93,000 92,000
1995Water Réunding . ............ 10/04/95 1996-2005 5.125% $ 8,430 6,395
1996A Utah State Building

Ownership Authority .. ........... 07/01/96 1997-2019 5.5% to 6.0% $ 44,725 43,410
1996 B Utah State Building

Ownership Authority .. ........... 11/01/96 1999-2013 5.0% to 5.4% $ 16,875 16,875
1997A Utah State Building

Ownership Authority . ............ 12/01/97 1999-2018 4.6% to 5.125% $ 4,150 4,150

Total Revenue Bonds Outstangjn. . 849,745

Student_oanPurchaseProgram

Plus Unamortized Premiums . . ... .. 192

Total Revenue Bond®ayable . . . . $ 849,937
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RevenueBonds Pgable — Canponent Units
(Expressed in Thousands)

Date M aturity Interest Original Balance
Bond Issue Issued Date Rate Issue June 30, 1998
1977-1998 Wih Housing
FinanceAgency Issues . .. ........ 1977-1998  1979-2036 3.0%1t010.75%  $ 3,668,178 $ 1,099,200
Colleges and Universities
RevenueBonds ................ 1987-1998  2000-2027 2.7%108.49% $ 242,774 208,730
Total Revenue Bonds Outstandjn . 1,307,930
Utah Housing Finance Agency
Deferred Interest Payable ... ... ... 1,724
Colleges and Universities
Less Unanortized Discourd . . .. .. (404)
Total Revenue Bond®ayable . .. $ 1,309,250
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RevenueBond Issues— Primary Government
Debt Service Requirenents toM aturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
1992 A 1992 B 1993 A 1993 B 1994 A
1992 A 1992 B Utah State  Utah State Utah State Utah State Utah State
Student Revolving  Revolving Building Building Building Building Building
Fiscal Loan Loan Recg Loan Recap Ownership Ownership  Ownership  Ownership  Ownership
Year Programs Program Program Authority Authority Authority Authority Authority
199 ...... 20,375 420 825 1,055 55 250 300 1,400
2000...... 28975 450 875 1,115 60 260 315 1,470
2001 ...... 57,685 475 925 1,175 65 270 330 1,540
202 ...... 12,540 505 980 1,240 65 285 345 1,620
208 ...... 13550 540 1,040 1,310 70 300 360 1,710
2004-20@ . . 99,215 575 1,105 7,760 425 1,730 2,090 7,090
2009-208 . . 19,500 — — 8,025 435 2,235 2,705 7,140
2014-208 . . 44,345 — — — — — 635 5,125
2019-203 . . 3,600 — — — — — — —
2024-208 . . 215,000 — — — — — — —
2029-203 . . 101,055 — — — — — — —
Totd .. $615,840 $2,965 $5,750 $21,680 $1,175 $ 5,330 $7,080 $ 27,095
Continues Below
Principal
1995 A 1996 A 1996 B 1997A
Utah State Utah State  Utah State  Utah State
Building 1995 Building Building Building Total Total
Fiscal Ownership Water Ownership  Ownership  Ownership Principal Total Amount
Year Authority Refunding  Authority Authority Authority Required Interest Required
199 ...... 2,825 780 890 800 65 30,040 42,961 73,001
2000...... 2,965 820 1,390 820 135 39,650 40,814 80,464
2001 ...... 3,125 865 1,470 860 140 68,925 37,880 106,805
202 ...... 3,275 910 1,540 900 145 24,350 35,868 60,218
20 ...... 3,450 955 1,630 945 155 26,015 34,409 60,424
2004-20@ . . 19,800 2,065 9,585 5,485 895 157,820 144,695 302,515
2009-208B . . 25,630 — 11,450 7,065 1,140 85,325 107,315 192,640
2014-208 .. 30,930 — 12915 — 1,475 95,425 81,337 176,762
2019-203 . . — — 2,540 — — 6,140 68,800 74,940
2024-203B . . — — — — — 215,000 47,859 262,859
2029-203 . . — — — — — 101,055 12,921 113,976
Totd . ..... $92,000 $ 6,395 43,410 $16,875 $ 4,150 $ 849,745 $654,859 $ 1,504,604
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RevenueBond Issues — Cmponent Units
Debt Service Requirenents toM aturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
Housing Colleges Total Total
Fiscal Finance and Principal Total Amount
Year Agency Universities Required Interest Required
199 ... 166,476 9,933 176,409 70,214 246,623
2000 ... 20,226 9,390 29,616 67,978 97,594
2000 ... 23421 9,187 32,608 66,300 98,908
202 ... 25011 9,704 34,715 64,449 99,164
20 ... 26,415 10,722 37,137 62,397 99,534
2004-208 .......... 144,425 58,473 202,898 278,235 481,133
2009-208 .......... 154,806 54,564 209,370 216,144 425,514
2014-208 .......... 169,786 18,307 188,093 155,354 343,447
2019-203 .......... 184,991 12,355 197,346 95,574 292,920
2024-208 .......... 167,152 16,095 183,247 32,914 216,161
2029-203 .......... 15,445 — 15,445 1,321 16,766
2034-208 .......... 1,046 — 1,046 35 1,081
Total ........... $ 1,099,200 $ 208,730 $ 1,307,930 $ 1,110,915 $ 2,418,845
Changes in RevenudBonds Outstanding
(Expressed in Thousands)
Primary Government
Total
General Total Revenue
Proprietary Long-Term Primary Component Bonds
Funds Obligation Government Units Outstanding
Balance at Jyl1, 199 ........... $ 613,955 $ 220,480 $ 834,435 $ 1,178,953 $ 2,013,388
New Bonds Issed:
Student Loan Programs . ........ 90,900 — 90,900 — 90,900
Utah State Building
Ownership Authority . ....... 4,150 — 4,150 — 4,150
Utah Housing Finance Agency . . . . — — — 324,350 324,350
Colleges and Universite. . ... ... — — — 116,126 116,126
Bonds Retird .. ................ (74,835) (4,905) (79,740) (311,49) (391,23)
Balance at June 30,189 ......... $ 634,170 $ 215,575 $ 849,745 $ 1,307,930 $ 2,157,675
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C. Conduit Debt Obligations

In 1985 the State Board of Regents authorized the University of
Utah to issue Variable Rate Dand Industrial Deelopmert Bonds
for the Universi Park Hotel, a linited partnersig separatérom
the University. The bonds are pable soley from revenues bthe
Universily Patk Hotel. Thebondsdo not constitute a debt or pledge
of the faith and credit of the Universgitof Utah or the State dn
accordingy, have not been repted in the acampanying financial
statenents. At June 30, 1998, $8.49%illion of Variable Rate
Demand Industrial Deelopment Bonds are outstandin

D. DefeasedBonds

In prior years, Utah HousmFinanceAgeng (Component Unit)
defeased certain revenue bongslacing a portio of the proceeds
of new bonds in irrgocable trusts to prade for all future debt
service payments on the old bond#\ccordirgly, the trustacount
assetsand the liability for the déeased bonds are not included in
Utah Housirg FinanceAgeng/’'s balance sheeft June 30, 1998,
$5.355miillion of bonds outstandgare considered éeased.

In prior yeas, the State defeasedcertan revenuebondsby placing
the proceeds of ng bonds and othemonies a&ailable for debt
savice in irrevocable trusts to provider all future debt service
payments on the old bond&ccordirgly, the trust account assets
and the liabiliy for the déeased bonds are not included in the
Genera Long-Term Obligation AccountGroup. At June 30, 1998,
$26.8® million of revenue bonds outstandjnare considered
defeasd.

In Decenbe 1997, the Uniersity of Utah issued $24.61illion in
Hospital Reenue Reundirg Bonds to adance refund $24.085%nillion

of outstandiry Hospital Project Series 1991 bondEhe excess bond
reserves were deposited in an irrevocable trugth an escrav agent to
provide for all future debt seice payments on the series 1991 bonds
which were advancerefunded, and tdund a resee for the nev bonds

of $2.544million. Theadvance refundirg of the series 1991 bondsds
resllted in a reduction fothe unversit/'s aggegate debt seice
paymentsof gppraximatey $1.52 milli on over he nextnine years ad

a presenvalue econmic gain d apprximately $238 thousand.

In July 1997,Weber State Unersity defeased the 1988 Student
FacilitiesSystan Refunding Revenue Bondsvhich had an outstand-
ing balance or $3.408iillion, which were scheduled tmature in
2007 and carried an interest rate Wween 5.7%6 to 8.1®%. The
defeasancewas funded by the issuance of 1997A Student Facilities
System Revenue Ré&unding Bondsfor $3.665million, which fully
mature in theyear 2007 and carian interestatebetween4.15% to
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4.95%. This rdinancirg resulted in an ecomnac gain o appri-
matel $750 thousand, andfaancial statment loss 6 approi-
mately $260 thousand. Issuance cosre not gnificant. The
1998 bondsvere called and repaid in October 1997.

In May 1998,Weber State Unersily dfeased the 1992 Student
Facilities S§stan Reunding Revenue Bondswhich had an
outstanding commitment of $4.825miillion, which were scheduled
to mature in 2010 and carried an interest ratevbeh 4.75% to
7.0%. The defeasance was funded by the isswance of 1998A
Student Facilities $sten Revenue Réunding Bondsfor $5.05
million which fully mature in the yea 2010and cary an interest
rate betveen 3.85% to 4.80% he proceedsfdhe nev bond were
placed in an irrevocable trust to provitler future debt service
payments on the old bonds or rgpthe bondsvhen thg arecalled.
This rdinancirg resulted in an ecomgc gain d apprximately
$760 housand and &inancial statment loss & apprximately
$225 thousand. Issuance costsre not gnificant.

On April 13, 1998, the Salkake Canmunity College adrance
refunded $5.29million of outstandig Auxiliary System and

Studemn FeeRevenue Bonds Series 19928th the issuancefc$6.6

million Auxiliary System and Student Fee Renue Ré&unding

Bonds Series 1998 he net proeeds 6$5.7million were depos-
ited in an irrewcable trust with an esaow agent. This escow

accountwill provide for the pgment d all futuredelt sevice on

the advance réunded 1992B bondgS.he more favorable interest
rateson the réunding bondswill result in a netfuture value

savings of $503.7 thousandver the n&t 14 years and praded the
College an econmic valuegain d $256.5 thousand.

In prior years, colleges and universities (@mnent Units) deased
certain reenue bondsybplacirg the praeeds ohewv bondsand various
bord reservesin irrevocable trusts toprovide for all future debt service
payments on the old bond&ccordirgly, thetrustaccount assets and the
liability for the defeesed bond are not ircluded in the colleges and
universities balance sheétt June 30, 199&59.799million of college
and unversity bonds outstandipare considered &Eased.

E. Notes Payable

The balance d notes pgable d $12.971million is comprised of
$2.481million in notes issuedyoTechnolgy Finance Corporation
(Component Units— Proprietay Fund), $37 thousand in notes
issued by the Hebe Valley Historic Railroad Authority (Compo-
nent Units- Proprietay Fund), and $10.458illion in notes issued
by the Collge and Unversity Funds (Canponent Units)or the
purchase © buildings and equiment. The notes beawarious
interest rates andill be repaid @er the n&t 30 years.They are
secured P the related assets.
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Changes in Notes Payable
Component Units
(Expressed in Thousands)

Colleges
and Proprietary
Universities Funds
Balance at Jyl1, 199 ........... $ 8,681 $ 1,970
Additions ..................... 3,027 843
Deletions . .................... (1,255) (295)
Balance at June 30, 189......... $10453 $ 2,518

Notes Pgable Debt Service Requirenents toM aturity
Component Units
For Fiscal Years EndgnJune 30
(Expressed in Thousands)

Colleges and Proprietary

Universities Funds Total Total
Fiscal Principal Principal Principal Amount
Year Required Required Required Interest Required
199 ... $ 2994 $ 209 $ 3,203 $ 598 $ 3801
2000 ... 1,381 164 1,545 39 1,944
2000 ... 1,055 169 1,224 320 1,544
20 ... 774 174 948 268 1,216
208 ... 646 179 825 217 1,042
2004-208 .......... 1,384 351 1,735 762 2,497
2009-208 .......... 696 355 1,051 517 1,568
2014-208 .......... 586 373 959 359 1,318
2019-203 .......... 516 392 908 460 1,368
2024-208 .......... 362 152 514 58 572
2029-203 .......... 59 — 59 2 61

Tota ........... $ 10453 $2,518 $ 12971 $ 3,960 $ 16931

F. Contracts Payable

Contracts Payable in theGeneralLong-Tem Obligation AccountGroup arefor capital leased.ease obtiations are detailed ibMote 7.
Component Unit ContractBayable include $1.284#illion in life annuiy contracts.
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G. Leave/Postenployment Benefits Obligations

Changes in Leave/Postaployment Benefits Obligations
(Expressed in Thousands)

Special Revenue Funds

General
Long-Term
General Uniform Obligation Acoount
Fund School Transportation Group Total
Balance at Jyl1, 199 . .......... $ 134,991 $ 17,019 $ 28,458 $ 10,624 $ 191,092
Increase (Decrease) Accrued Leave
Benefits .. ............. ..., 8,470 136 688 (2,628) 6,666
Increase (Decrease) Rostenployment
Benefits .................... 13331 (71 (263) (7,996) 5,001
Balance at June 30, 189......... $ 156,792 $ 17,084 $ 28,883 $ 0 $ 202,759
NOTE 9. FUND BALANCES — Restricted  Law for:
RESERVED AND DESIGNATED Waer PollutionLoans . . . ............... 146,482
SAeDrinkingWaerLoans. . .. ........... 40905
The State’s reseredfund balances represent: 1) those portions of Housng Devdopment Loans ... .......... 27414
fund balancethat are not\ailablefor appropriation orxg@enditure, Medicad Redtricted .. ... ... 19772
which include loans receivable; or 2) fubalances that are legally Oil OverchargeFunds . . .. .............. 11,376
segregated for a spedfic future use, which include reserves for Wildife Reources Redtricted ... ... ... ... 9497
encumbrances in the CapitaProjects Fund, thited encunbrances DWS Spedd Adminigration .. ........... 4583
in the Generd and Spedal Revenue Funds asplained in Note 1, Naturd Resources— Except Wildlife . ... ... .. 4,4%
continuirg appropriation or nonlapsin funds, assets dally IndustrialAssistane . .. ................ 3717
restrictedfor other purposes, and assets restricteddnd aree- Public Safety Accouns .. ... 34%4
ments. A summary of the nature and purpose of these reserves by NursingFacilities . ... ................. 2,957
fund ype at June 30, 1998llows (expressed in thousands): Enviromrmenta Qudity . . ... ... ... ..., 2,666
Tax CommisSon . . .... oo i i 2,612
Youth Victim Restitution . . . ............. 1,405
A. General Fund — Reserved Wildli fe Resourcekifetime Trust and Othe . . . 1,401
ThriftsRedtricted . . ... . ... .. ... . ... ... 1,319
Nonlapsimg Appropriationgor: Financial Institution . . . . ............... 1,149
Comnunity and Econmic Developmert . . . . . . $ 8429 Advances to Internal Séce Fund .. ... .. .. 23437
Naturd Resources — Parks and Reaedion . . . . . 7,255 MiscdlaneousOther . .. .. ... .. ......... 5314
Business Labar, and Agriculture . ... ... . ... 5951 Totdl Restricted .. ... ... 313,996
Naturd Resouces—ExceptParks .. ... ... .. 5576 —_—
Envirormental Qualig . . ... ............. 5398 Total General Fund Resed . ............ $ 371354
Department of Human Sarvices . ... ... ... .. 4,953
Tax CommissSon . . ......coviiiinn . 4,652
Adminigrative Services . ... ... 3017 General Fund — UnreservedDesgnated
Department of Corredions ... ............ 2,689
Depatment of Hedth .. ................ 2490 Budget/Revenue Dieit (Rairy Day
Legidature . ............. ..., 1,842 RESEVEACCOUN) .+ . v v v oo e e e e $ 88465
Governar'sOffice . . ........... ... ..... 1,366 Net Acaued TaxeS . . . . oo 30370
Judicial Coundi . . . .. ......... ... 133 Despnatedfor Fiscal Year 1999 ppropriatian 20,103
Miscelaneous Other .. ... ..o 240 Total General Fund Degnatel . .. ....... $ 138,938
Totd Nonlapsing . .................. 57,358
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B. Spedal RevenueFunds — Reserved C. Capital Projects Fund
Uniform School Fund NonlapsimAppropriationgor: Of the $113.2®@ millio n reseved fund balance$100.960million is for
Minimum SchoolProgram . . .. . .......... $ 30301 outstanding encumbrances on various capitd projects,$11.93 million is
State Officeof Educdtion . . . ............. 6,053 for lease reenue bond restrictions on peeds that are currgnthot
DedandBlindSchdo . ................ 9% committed under contract, and $316 thousand is veskly statutefor
Totd NON&SNG oo oo 37350 plannirg of construction projectsAppropriations and bond qureels

available in the net fiscal year will fund the dficit unreseved

) ) undesinated balancef $21.344million.
Uniform School Fund Restricted haw for:

AppliedTechnolgy Centes . . .. .......... 22771

School Buildilg LoansPrograms . . . .. ...... 10099 D. Debt Service Fund

Advance to Internal Séce Fund . . .. ... ... 203

Miscelaneous Programs ... .. ... ... _ 4 The $7.187illion resewvedfor the Debt Seice Fund rpreseits reserve
Totd Redricted . . . ... ... ... ... ..., 13074 funds and plegedfunds requiredyobond greements.

Total Unform School Fund Resesd . . . . . . .. $ 50424

. ) - E. Trust and AgencyFunds
Transportation Fund Nonlapgisppropriationsfor:

Sidewalk Corstruction .. ... ... ... $ 1166 The $14.293 hillion reseed for theTrust and Agency Funds represents:
MiscdlaneousPrograms ... ... ... ... 14
Totd Nonlapsing . .................. 1,180 Pension Ber#s:
EmployeeDeferred Compensation . .. ... ... $ 802,129
Transportation Fund Restricteg baw for: Insurance Admlnlstratlor} and Rese\/es_ """ 40913
Coridor Presarvation o 3191 Resevedfor Employees’Pension Berfiis . . . 10,124,729
Uninsured Motorist . .. ... . ... 1,698 Totd PensonBendfits . . .. ............. 10967,771
Aerorauticd Programs. . . ... ... ... 2,993
MiscdlaneousPrograms .. ... ... ... ... 88 Investment Trust:
Totd Redtricted . . .. ......... . ... ... 8,780 Fund Balance Resmo!fpr External
) —_— Investment Pod Participants . . ......... 2,246,608
Total Transportation Fund Resed . . .. ... .. $ 9,960 ——
—_— NonexpendableTrust:
o Truglands. . ... 206,262
Centennial Hihway Fund: i —_—
Restricted by Law for Corstruction . ... ... .. $ 458853 ExpendableTrust: _ .
_— Unemployment Compensation Benefits . . . . . . 586,781
] Deferred Conpensation 45Plan . . . . ... ... 194,542
Total Special Reenue Funds Resed . . .. ... .. $ 519,237 UthNavgo TIust . .o oooeeeeee e 10954
Redricted Vaious . .................. 80,366
) ) Totd Expendeble Trust .. ............ 872,643
Spedal RevenueFunds — UnreservedDesgnated E—
Uniform School Fund NeAccruedTaxes . . . . . $ 117,572 Total Trust andAgeny Funds Reseed . . . . . $ 14293,284
Uniform School Fund Degnated
for Fiscal Year 1999ppropriatiors . . . . . . . 2791
Transportation Fund NétccruedTaxes . . . . .. 8,146 F. Internal Service Funds
Total Special Reenue Funds Degiatel . ... $ 153,629

The $181.130million in retained earnigs includes $84.43aillion of
claims contigeng/ resevesfor EmployeesGroup Insurance Fund and
$1.791million of bond reseresfor Water Resourcdsoan Fund.
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G. EnterpriseFunds

SowCollege .. ... 1969

Reserved Retained Eamnings: Totd Reserved .. ..o $ 676,730
StudentAssistancérograms for —

Financirg and BondAgreamens .. . ... .. $ 62,861 .
) ) E— Unreserved Designated for:

Unreserved Retained Eamings: Universtyof Uteh .. ................. $ 313,309
Student ASSancePrograms . . ... ... $ 70281 Uteh State University .. .. ......oo... . 24081
Utah Correctional Industse. . . . .......... 1,062 Weber Ste Universty . . ..o ovvo oo 1817
Sate Trugt Lands Adminigtration . . .. ... ... 5,097 Southern Utah University . . . . ........... 6,027
Agricultgre Loan Fund ................. 7,689 Sdit Lake Commurity College . . . ... ... .. 2283
Uteh Dalry Commisson. . . .............. 1,009 Uteh Valley State College . ... .. ... .. 51
Clean FudsVehideLoanFurd . . ... ... .. .. 225 Dixie COlEE .« + v v oo 2647
Petroleum Storage Tank LoanFurd . . . . . . . .. 273 SOV COIEGE - o oo 5,054
Weade TireReg/ding LoanFurd . . . ... ... .. 147 . —_—
RevitdizaionPrograms . . ... .. ... ....... 2423 Total Unreserved Designated . . .. ..... .. $ 375818

Total Enterprise Funds Unregest . . . ... .. 88206 )
) . ) —_— Unreserved Undesignated for:
Total Enterprise Funds Retained Eagain. . . Mﬂ7 Weber Se University . . ... oooove o 13030
Sdt Lake Commmunity College . . .. ... ... .. 4444
. . UtehVdley StaeCollege ... .. ... ... 6,798
H. Component Units— Proprietary Type Funds DIXIECOIEIE . o oovveeeeeeeeen 2113
) ) Collegeof EagernUtah . . . ... .......... (805)

Reserved Retained Earnings: SOV COIEZE .« oo oot 1,99
Housirg FinanceAgeng for BondAgreemens . $ 99,115 ) —
Technolagy Finance Corporation — Federa . . . 7,360 Total Unresered Undeginated $ 27579
Totd Reserved . ... ... ... ... ..., 106,475

NOTE 10. DEFICIT FUND BALANCES/RETAINED

Unreserved Retained Earnings: EARNINGS
Housng FinanceAgency ............... 40010
Workers Compensation . .. .............. 204,546 Funds reporting a deficit fund kelance or retained eanings position
Technolgy Finance Corporatio. . .. ....... 3,018 at June 30, 1998, arex@essed in thousands):

Comprenensve Hedth Insurance . . . ... ... .. 5,908
Heber Vdley Higtoric Rallroad Autharity . . . . . . 1,113 Internal Sevice Funds:
Utah Science Center Autharity . ... ... ... .. 116 Officeof Education . .. ............... $ 17
Uteh State Fair Corpordtion .. . .. .. .. ... .. 726 Human Services .................... $ 174
T OEE pa Natural Resources .. ................. $ 2338
Totd Unresarved ... ..o ﬂ7 General SerViCes . ..o $ 654
Total Canponent UnitdProprietay ExpendableTrust Funds:
Type Funds Retained Eargin. . . . ... .. $ 361,912 Employers Reinsurance Trust . ... ... ... $ 260,065
The Internal Sefice Funds plan to increase their rates teeco

I. Component Units — Colleges and Universities thesedeficits.

Reservedor: The dédicit in the Bmployers’ Reinsurance Fund represents the
Universty of Utah ... $ 426614 urfunded portion of the actiarial estinateof claims incurred. The
Uteh Sate University .. ............... 107,315 Employers' Reinsurance Fund ataé arefundedfrom taxes on
Weber State University ... ............. 44,806 workers’ canpensation insurance. &hegislature has set tax rates
Southern Utah University . .............. 14867 and modified benefits to keep current revenues at a level sufficient
Sdlt Lake Community College . .. ... ... ... 15430 to cover current cash disbunsents. State la limits the State’s
Uteh Valley Sate College .. ............ 15282 liability to the cash or assets in theytfoyers’ Reinsurance Fund
DixieCollege . ..................... 16448 only. State lav also limits the Fund’s liabiliy to claims resulting
Collegeof EatenUtah . . ... ........... 16249 from industrial accidents or occupational diseases occurring on or
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before June 30, 1994. For ates resultig from accidents or
diseasen or dter Juy 1, 1994, the mployer or its insurance
carrier is liablefor resulting liabilities.

NOTE 11.

CHANGES IN CONTRIBUTED CAPITAL ACCOUNTS AND

FUND EQUITY UNREALI ZED INVESTMENT GAINS

For the Fisal Year Ended June 30, 1998

(Expressed in Thousands)

Additions Deletions
Beginning Contributed Contributed Ending
Balance Capital Capital Balance
July 1, 1997 Transfers In TransfersOut June 30, 1998
Enterprise Funds:
Alcohdic Beverage Control ............. $ 12276 $ 2,406 $ 878 $ 13804
Utah Correctional Industrge . . .......... 3,103 — — 3,103
State Trust Lands Administration .. ....... 0 5,429 — 5429
AgricultureLoanFund . .. .............. 20,037 — — 20,037
Clean FuelsVehicleLoanFund .. ........ 1,650 — — 1,650
Petroleum Storage Tank Loan Fund . . . .. .. 5,000 — — 5,000
Waste Tire Regycling Loan Fund ... ... ... 1,000 — — 1,000
RevitaizaionPrograms . ............... 400 — — 400
Total Enterprise Furgd. .. .......... $ 43466 $ 7835 $ 878 $ 50423
Internal Sevice Funds:
Water ResourcesLoanFund . ... ......... $ 161,318 $ 1,653 $ — $ 162,971
InformationTechnol@y . ............... 8,263 — — 8,263
Community Impad LoanFund . . ......... 101,019 5,071 — 106,090
General Services . ... 12,846 — 10,212 2,634
Fled Operations. . . ................... 0 10,212 — 10,212
HumanServices . ..................... 581 — — 581
Officeof Educaion ................... 143 — — 143
Natura Resources . ................... 2,919 — — 2,919
Risk Management . ................... 766 — — 766
Property Management . ................ 200 — — 200
Total Internal Serice Funds . . ....... $ 288,055 $16,936 $10,212 $ 294,779
Component Units Proprietay Type Funds:
Technolay Finance Corporatio . . ....... $ 31R $ — $ — $ 312
Utah State Fair Corporation ............ 756 — — 756
Total Canponent Units -Proprietay
TypeFunds. . .................. $ 3,948 $ 0 $ 0 $ 3948

Workers’ Canpensation (Caponent Units -Proprietay Type Fund) net unrealizeghins on iwesments bganwith a balance ©$28.708

million and had $45.01&iillion increases and $68.33#illion decreases durgitheyear, endig with a balance 0$5.391milli on.
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NOTE 12. OPERATING AND RESIDUAL EQUITY TRANSFERS

Operating trangers anong funds occuwhen ongund collects reenue and trarfiers the assets to anotliendfor expenditure.The transfers
occuronly after beirg legally authorized b theLegislature throgh statute or adppropriation Act For thefiscalyear ended June 30, 1998,
the operatig tranders ty fund are aollows:

Operating Transfers
(Expressed in Thousands)

Spedal Revenue Funds

Uniform Trans- Centennial Capital Debt Internal Experdable Total
General Schod portati on Highway Projects Service Enterprise Service Trust Transfers
Fund Fund Fund Fund Fund Fund Funds Funds Funds Out
Transfers Out:
General Fund . ............... $ — $1,159 $12995 $ 78,000 $ 45599 $ 80,331 $ 61 $ 522 $ 645 $ 219,312
Special ReenueFunds:
Uniform SchoolFund . .. .. ... 113,666 — — — 1,000 6,012 — — — 120,678
TransportatiofFund ... ... ... 23,847 — — 61,938 3,177 — — — — 88,962
SportsAuthority Fund .. ... .. 126 — — — — — — — — 126
Consumer Educatiofund . . . . 164 — — — — — — — — 164
Centennia Highway Fund . . .. — — — — 4,000 24,366 — — — 28,366
Capital ProjedsFund . ......... 787 — — — — 3,142 — — — 3,929
EnterpriseFunds . ... .......... 26,646 — — — — — — — 60 26,706
Internal SeviceFunds. . ........ 5,077 — — — — — — — — 5,077
Expendable Trustunds ........ 6,543 7,054 — — — — — — — 13,597
Total TransfersIn ....... $ 176,856 $8,213 $ 12,995 $ 139,938 $ 53,776 $ 113,851 $ 61 $ 522 $ 705 $ 506,917

In addition, theGeneral Fund trafierred$6.270 million and $457.002nillion to the canponent unitsProprietay Funds and to Colges and
Universities, respectivel

Residual equity trangers occuwhen nonroutine trafiers aremadefrom onefund to anotherThese trarfers are usuatimade b provide for
working capital. However, fixed assetsvith a cost & $5.601million which were preiously reported in thgeneralfixed assetaccountgroup
were also trarferred to the Stat€rustLandsAdministration enterpriséundwhen that geng/ was reclas$ied from a restrited expendable
trustfund. Accumulated depreciationfd$172 thousandas also recorded.

For thefiscalyear ended June 30, 1998, the residual gdrangers ty fund are a$ollows:

Residual Equity Transfers
(Expressed in Thousands)

Internal
General Enterprise Service Total
Fund Fund Fund Transfers
Transfers Out:
Gengral Fund ................. ... ... .... $ — $ 2,406 $ 6,724 $ 9130
Enterprise Fungl. . .. ............ ... ...... 878 — — 878
ExpendabléeTrust Fund .. ................. — 2,583 — 2,583
Total Transfers In . .................. $ 878 $ 4,989 $ 6,724 $ 12591
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NOTE 13. SEGMENT INFORMATION FOR ENTE RPRISE

FUNDS AND COMPONENT UNITS

A. The State d Utah has ten enterpristinds and seen

proprietary-type component unitswvhich are described belo

Enterprisefunds:

Alcoholic Beveragge Contrd — The Alcoholic Beverage
Control Commission adhninisters the Alcohdic Bevenge
Control Actwith financing from operationswhich include the
sale @ liquor products.

Student AssistancePrograms — This is made up 6 two

Separate student assstance programs administered by the Utah
State Board of Regents. Theat prograns are the Utah
Higher Education Assistance Authority, which guarantees
repayment d eligible student loans; and the Studéman

Purchase Program, which makes loansto and purchasesoans
of eligible studentsThe prgrams arefundedfrom bond

proceeds, loan fees, interest, and federahalfwes.

Utah Correction Industries— The Correction& Industries
provides employmentfor prisones at the Utah Stat Prison.
It is funded ly chagesfor sewices and the salef @oods
produced.

State Trus Land Administration — The Administration
manages the asets of the StateSchod ard Institutiond Trust
Lands, nongpendable trustund

Agriculture Loan Fund —The Fund isses farm loans for soil
and water conservation projects afat the rehabilitation of
rural areasvithin the State.

Utah Dairy Commisson — The Dairy Commission promotes
dairy productsthrough advertising, researchand nutritional
education. It ifunded ly collectionsfrom milk producers.

CleanFuels Vehicld.oan Fund —The Fund preides loans
to governrment and pnatefleetsfor the conersion dé their
vehicles to cleafuel.

Petroleum Storaye Tark Loan Fund —The Fund preides

Uintah Basin and Sn Jwn Couny for the sccia and
emnamic impacts of mineral resurce devebpment. Funding
is from appropriations, oil andjas seerance tges, and
interes earnirgs.

Proprietay type canponent units:

« Utah Housilg FinanceAgengy — The Ageng issues bonds
to provide capitalfor housimg for low andmoderate incme
families. Operations arénancedfrom bond preeels axd
from mortgage and ivesment interest anéees.

¢ Workers Compensation Fund é§ Utah —The Fund preides
workers’ compensatio insuranceto private and public
employers and iginanced throgh employer preniums.

«  Utah Tedhnology Finance rporation — The Corporation is
a corporatebody createdto encourge and assistsmall and
emepging businesses imlved in innwation and hih
technolay in the State.The Corporatiam is operate from
grants, earnings, and state appropriations.

e Comprehensie Health InsurancBool — The Pool provides
access to health insurance coverage for residents of the State
who are denied adequatehealh insuranceard areconsidered
uninsurable.

*  Heber Valley Historic RailroadAuthority — The Authority
operdes andmaintains a scenic and historic vedly in
Wasatch Couryt

«  Utah Science Center Authority — The Authority provides a
means to foster the development of sciencearts touriam, and
cultural and educationdcilitieswithin the State.

« Utah State Fair Corporation -Fhe nonprdit Corporation
operatesthe State FaiPark and conducts the Utah State Fair
and othewarious &positions and entertaiment ezents.

Collegesand Universitiescomponert units:
*  College ard University Fundsaccountfor the operations of
institutions & higher education.

loars to private business to repair, replace, upgrade, or close

petroleum storaye tarks to preent le&age.

WasteTire Regcling Loan Fund —The Fund pravides loans
to private businessto promote waste tire regycling in the State.

Revitalization Programs — This is made up © two
RevitalizationPrograms, the Uintah Basin Revitalization Fund
and the San Juan Navajo Revitalization Fund The Fund
makesgrants and loans to coyntgencies, the Ute Indian
Tribe, and the Najo Nation to berfé the citizens 6 the

B. Various bord resolutionsplace restrictions on the use of
certain assetsAs o June 30, 1998, restrictionseabeen
placed on $55.8F million of Housing Finance Ageicy assés
and $690.507million of StudentLoan PurchaseProgram
assets.

C. Segment information for thefiscalyear ended June 30, 1998,
is asfollows:
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Operatiny Revente . .

Operatiy Expenses:
Depredation . . . . .
Other ..........

Operatiry

Income (Losg . . . .

Operatirg Trarsfers

InOut) ........
Tax Revenues . .. ...

Non-Operatigy

Income(Losy . . ..
Netincome [0S . ..

CurrentAsses . . . . ..
CurrentLiabilities . . .

NetWorking

Capitel ... ... ..

Totd As®ts .......
TotalLiabilities . . . . .

Fund Equiy .......

Long-Term

Liabilities . . . . . ..

Current Capital

Cortributions . . . .

Fixed Assets

Juy 1,199 .....
Addtions .........
Ddetiors .........

Fixed Assets

June 30,199 . ...

Enterprise Funds
Segnent Information
(Expressed in Thousands)

State Clean Fuels Petrdeum  Waste Tire
Alcohdlic Sudent Utah Trug Agriculture Utah Vehicle Sorage Regycling
Beverage  Assdance Correctional Lands Loan Dairy Loan Tank Loan Loan Revitalization
Contrd Programs  Industies Administration  Fund Commisson Fund Fund Fund Programs Total
$ 103892 $ 91,690 $ 12508 $ 6,335 $ 1,084 $ 2,124 $ 89 $ 258 $ 49 $ 46 218,075
873 2% 101 60 1 10 — — — — 1,300
76,717 75,579 12,476 4,058 241 2,161 61 — — 559 171,852
26,302 15,856 (69) 2,217 842 @7 28 258 49 (513) 44,923
(26,29) (61) — — (22) — 61 1) — — (26,6%)
— — — — 500 — — — — 1,540 2,040
(5) (12,60) — (44) — 68 — — — — (12,5D)
$ 0 $ 318 $ ©9 $ 2173 $ 1,117 $ 21 $ 89 $ 135 $ 49 $ 1,027 7,728
$ 12100 $ 265409 $ 4762 $ 4870 $ 11,995 $ 1,069 $ 1,608 $ 4,341 $ 797 $ 2,840 309,791
11,988 31,445 1,647 403 20 163 3 — — 17 45,686
$ 112 $ 233964 $ 3115 $ 4467 $ 11,975 $ 906 $ 1,605 $ 4,341 $ 797 $ 2,823 264,105
$ 35543 $ 788803 $ 5812 $ 10929 $ 27,746 $ 1,172 $ 1,878 $ 5,273 $ 1,147 $ 2,840 881,143
21,739 655,661 1,647 403 20 163 3 — — 17 679,653
$ 13804 $ 133142 $ 4,165 $ 10526 $ 27,726 $ 1,009 $ 1,875 $ 5,273 $ 1,147 $ 2,823 201,490
$ 9751 $ 624,216 $ —  $ — $ — $ — $ — $ — $ — $ — 633,967
$ 1528 $ — $ — $ 8012 % — $ — $ — $ — $ — $ — 9,540
$ 22456 $ 940 $ 2825 % — 3 7 $ 201 $ — $ — $ — $ — 26,429
7,165 206 341 6,291 — 6 — — — — 14,009
(331) — (638) — — — — — — — (969)
$ 29290 $ 1146 $ 2528 $ 6291 $ 7 $ 207 $ — $ — $ — $ — 39,469
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Component Units — Proprietary Type Funds
Segnent Infor mation
(Expressed in Thousands)

Heber Valley Utah Utah
Housing Technology Comprehensive Historic Science State
Finance Workers’ Finance Health Railroad Center Fair
Agency Compensation ~ Corporation Insurance Authority Authority Corporation Total
OpedingRevenue .... $ 82453 $ 212,765 $ 1,194 $ 1,953 $ 597 $ 61 $ 3,311 $ 302,334
Operating Expenses:
Depredation . . .. ... 21 2459 114 — 62 15 48 2,909
Cther ............ 71,27 145,692 1,688 3,824 597 95 3,501 226,676
Operatig Income (oss) 10,963 64,614 (608) (1,87) (62) (49) 23x) 72,749
Operating Transfers fom
Primay Governmet . — — 1,000 5,000 — — 270 6,270
Federd Grants . . . . .. .. — — 70 — — — — 70
Other Non-Operating
Income(Losy ... ... — — (29) 291 106 3 52 153
Net Income (Losg . . . .. $ 10963 $ 64614 $ 163 $ 3420 y 4 $  (46) $ 84 $ 79,242
Current Asse&t. . . ... .. $ 340,386 $ 517,142 $ 9,725 $ 7131 39 $ 69 $ 1,381 $ 875,873
Due From Prnary
Government ... .... — — — — — — — —
CurrentLiabilities . . . .. 198,635 116,931 353 1,223 71 13 246 317,472
Net Working Capitd ... $ 141,751 $ 400,211 $ 9,372 $ 5,908 $ (32 $ 56 $ 1,135 $ 558,401
Totd Assts ......... $ 1,276,304 $ 746,041 $ 16,232 $ 7131 $ 1,184 $ 129 $ 1,728 $ 2,048,749
Totd Liabilities . . .. ... 1,137,179 536,104 2,662 1,223 71 13 246 1,677,498
Fund Equy ......... $ 139,125 $ 209,937 $ 13,570 $ 5,908 $ 1,113 $ 116 $ 1,482 $ 371,251
Long-TermLiabilities... $ 938,544 $ 419,173 $ 2,309 $ — $ — $  — $ — $ 1,360,026
Current Capita
Contributions . . .. . . $ — % — $ — $ — $ — $ — $ — $ 0
Fixed Assets
Juy 1,199 ....... $ 200 $ 1770 $ 1150 $ — $ 1345 $ 97 $ 1211 $ 23622
Additions . .......... 121 1,653 86 — 56 6 135 2,357
Deletions ........... (262) (2,33) (101) — (4) — (53) (2,7:)
Fixed Assets
June 30,1 ...... $ 2249 $ 1704 $ 1135 $ — $ 1,397 $ 16 $ 128 $ 23226
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Component Units — College and Universities
Segnent Information
(Expressed in Thousands)

University Utah Weber Southern  Salt Lake Utah Valley College
of State State Utah Community State Dixie of Eastern Snow
Utah University  University University ~ College College College Utah College Total
Revenues and

Other Additiors . ........ $1272,788 $287,832 $ 90,875 $ 49,360 $ 79512 $ 71601 $23541 $2398 $13,363 $1,912,858
Expenditures and

Other Deductions . .. ... .. (1,305,88) (331,2®) (123,0%) (61,1@) (113,0®) (87,52) (29,26) (31,18) (20,93) (2,103,13)
Operating Transfers fom

Primary Government . . . . . 177,629 106,701 47,572 20,978 44,586 27,360 12,031 10,042 10,103 457,002
NetIncrease (Decrease) in

FundBdance .......... 144,529 63,324 15,411 9,237 11,090 11,439 6,312 2,850 2,537 266,729
Fund B#ances —

Juy 1, 1997 (as restated. . 1,738,147 428,045 224997 112,107 155,641 126,660 69,327 59,190 59,191 2,973,305
Fund Béances —

June 30,18 .......... $1,882,676 $ 491,369 $ 240,408 $ 121,344 $ 166,731 $ 138,099 $75639 $62,040 $61,728 $ 3,240,034
TodAs=ts . ............. $2,183,737 $ 583,711 $ 261,323 $ 138,368 $ 192,253 $ 159,318 $82,490 $69,630 $63,112 $3,733,942
Totd Liabilities. . . ......... $ 301,061 $ 92,342 $ 20915 $ 17,024 $ 25522 $ 21219 $ 6851 $ 7590 $ 1,384 $ 493,908
Totd Fixed As#ts ......... $1,294,948 $ 395,397 $ 190,364 $ 110,835 $ 138,891 $ 124,570 $57,497 $50,958 $51,128 $2,414,588
Current Funds:

Revenues................ $ 825295 $198,284 $ 59,827 $ 33,644 $ 50,767 $ 53,214 $14,647 $12,905 $10,709 $1,259,292
Expendtures . ............ (983,67) (295,7B) (105,0%) (52,4%2) (89,9B) (78,09) (25,181) (23,6%) (20,43) (1,674,19)
Excess Restricted Receiptseéd

Tranfersto Revenues . . . . . 6,447 3,664 257 100 (299) (65) 178 222 51 10,115
Mandeatory TranfersOut . . . . . (20,6B) 2,7®) — (447) (180) — (18) (255) (12) (24,42)
Nonmandatry Transfers Ou. . (13,98) (5,38) (1,483) 148 (4,36®) 1,18) (1,9®) 331 (128) (27,861
Operatig Transfers fom

Primary Government . . . . . 177,629 106,701 47,572 20,978 44,586 27,360 12,031 10,042 10,103 457,002
NetIncrease (Decrease) in

FundBdance .......... $ (8887) $ 4790 $ 1154 $ 1980 $ 598 $ 1238 $ (216) $ (865) $ 152 $ (56)
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NOTE 14. LITIGATION, CONTINGENCIES, AND

COMM ITMENTS
Litigation

The State is involved in various legal actions arising in the
ordinay course bbusinessThe State izigorously contestig

al of thesematters, but asfathis date it is not possible to
detemine the outcme of these proceedings. time opinion of

the Attorney General and manayjement, the ultinate
disposition d thesematterswill not have amaterial adverse
effect on the State’Bnancial position.

Among the legalprocedalings is a git filed by the Navajo
Indians who all ege the Stateof Utah hasmismanaged Navajo
Trust Fundmonies.The plaintffs are sddng anacmurting
of the legitimagy of the fund’s receipts, disburseents, and
damages. There is neay to estimate the outame of this case,
since this is a casd &irst impression ad thereis no similar
case lav available to help predict the outoe. Hovever, if
the Statewere ultmately held liable, the rage o liability
could be up to $5illion plus interest and attorgg’ fees.

A suithasrecenty been fled by the United Mine Workers of
America and othersyith respect to landahich areallegedto
have been coveyed ty the Federajovernrment to theState of
Utah to build andanaintain a hospitdlor miners The plaintiffs
seek certification of the suit as a class action, a declaration
thata separate hospitébr disabledmniners is required and that
the proceeds received frothe landsmust be separately
maintained. It also seeks fall accounting 6 all assets,
together with an order requirig the State to establish a
hospital to be maintained for disabledminers. It is not
possble at this time to estinate he outcome or the financial
impact an aderse rulig would hase upon the State.

Contingencies

Financial and copliance audits (Sgle Audit) of federal
grants, contracts, andgeeenentswere conducted under the
provisions d the Federal @ice d Management and Budget's
circulars. As aresult of the audits identified questiond costs

are mmaterial. Other audfindings on noncorpliance cannot

be estimated as to the potentia liability. The Single Audit for

the fiscal year ended June 30, 1998, is in process and
manaemert expectsproposed disallwances to bemmaterial.

Managenent’s estnated liability for the UndergrounBetroleum
Storage Tank Fund (ExpendableTrust Fund) is tghly sensitve

to chamge based on the short periofitustorical data and the
uncertainties in esthnating costs. Since it is not possible to
determne the occurrence datd a le& in an undeground
storage taR, it is not possible to estiate the nmber and the
associated costs of leaks that have not been d&tecte
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Federal regulationghich will take dfect Decenber22, 1998,
require all tarks to be constructedf ccorrosion resistant
materials, or to be “cahodically protected” to preent
corrosion. It is expected hat in the next wo years, as &k
owners inspect their tankfor campliance with the new
regulations, mary future clams will be filed. Thesefuture
claims, per the actuarial repovtjll increase the costver the
next two yeas significantly to appraximately $18.305milli on.

The State is totaly self-insured againg liability claims and up

to $2.5million in property claims. Accordirg to an actuarial
study and otheknown factors, $27.51illion exists aeither

incurred but ufiled or unpaid clams. This anount isreported

as a liabiliy of the Administrative SericesRisk Managemat

Fund (Internal Seice Fund).

The Utah SchddBond Guarany Act (Utah Code Annotated,
1953,as anended, Sections 33-28-101to 402),which took
effect on Janugrl, 1997, pledes thefull faith, credit, and
unlimited taing power d the State tguarany full and timely
payment d the principal and interest ageneral oblgation
bonds issuedybqualifying local schobboards.The primary
purpcse of the Guaranty Act is to reluce borrowing costs br
local school boardsybproviding credit enhanaeent for
Guaranteed Bonds.

In the eent a school board is unablernteke the scheduled
debt service pyments on itSGuaranteed Bonds, the State is
required tomake such panents in a tinely manner. For this
purpose, he Statemay use ay availéble monies, may use
short-term borraving from the StatéPemrmanent School Fund
(TrustLands NongpendableTrust Fund), omay issue short-
term general obligation notes. The local schod boardremains
liable to the State for gnsuch pgments onGuaranteed
Bonds. Reimbursenents to the Statenay be obtained by
interceptig payment d Statefunds intendedor the local
school boardThe Statemay also canpel the local school
board to lew a tax sificient to remburse the Statéor any
guaranty payments.

The State SuperintenderitRublic Instruction is chaed with
monitoring the financial condition & local school boards and
reporting, at least annual] its conclusions to th&overnor,
the Legislaure, axd the State Treaser. The State
Superintendentmust report inmediatey ary circumstances
which suggest alocd school boardmay not be able to paits
debt sevice obligationswhen due.

The State does nokpect that itwill be required to adance
monies for the payment d debt serice onGuaranteed Bonds
for ary significant period btime.

As of June 30, 1998, the State lgamranteed appromately
$453.3% miilli on principal anount d Guaranteed Bonds and
estimates an additional $215.410million principal anount of
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suchbondsmay be guaranteed durmcalendarear 1998The

State cannot predict lmomarny bondsmay be guaranteed in
future years, but no itation is currentf imposed § the

Guarany Act.

C. Commitments

e At June 30, 1998, th&eneral Fund had loan argtant
commitments ¢ appraimately $51.720 million ($48.780
million in loans, $2.94Gnmillion in grants).

e The State Retirment Systens (Pension Trust Fund)
Invesment Fund has dbecember 31,1997, conmitted to
fund certain venture capital partnerships and real estate
projectsfor an anount d $1.088 billion. Fundig of $539
million hasbeenprovided, leaning anunfunded canmitment
of $549miillion as d December 31,1997.

e As of June 30, 1998, the Utah HousifrinanceAgency
(Component Unit,Proprietay FundType) has conmitted to
purchase mortgages under the Sghe-Family Mortgage
PurchaseProgram in the anount d $22.910million.

e At June 30, 1998, the Internal S®re Funds had loan and
grart commitments & apprximately $32.317 million
($19.591million in loans, $12.72@nillion in grants).

e AtJune 30, 1998, the Enterprise Funds had loemmitonents
of $144.7 thousand.

e At June 30, 1998, the Utah dhier EducationAssistance
Authority (Student Assstance Program, EnterpriseFund)had
guaranteed student loans outstagdiwith an orginal
principal anount d apprximately $1.129 billion.

e At June 30, 1998, the Depawnt d Transportation had
construction and other contract maitments ¢ $995.831
million, of which $882.542million is for I-15 reconstruction
and $113.289 million is for other Transportation Fund
(Speda Revenue Fund)projects. These comitmentswill be
fundedwith bonded debt anfiiture appropriations.

D. Year 2000 Discbsures

The State hasmary electronic data processingyssans,
applicationsand equipmert that areused todeliver services tohe
public and internayl. Mary electronic dat@rocessig systams and
equipment hae shortcanings related to the Year 2000 thaay
adversely affed their operations. Manprograms, if not corrected,
will not be able to distinguish the yea 2000from the yea 1900.
This may cause the progmas to process data inaccurgtel to op
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processig dataaltogether The Stateof Utah has beennare d this
risk for severd yearsand hasbeentaking action to correctthe
problams sincethe early 1990s.

The State has appointed a Year 2000 (Y2K) coordinator and has
developed a plan to idengifcomputer ystems and electronic
equipment that is not Y2K cmpliant. The plan also requires
monthly reportig of the pragress in correctig Y2K
noncampliant systems. The State has inventoried all systems,
identified mission critical gstems, and assessed thdor Y2K
compliance. Budgets and corrective actions plans have been
completed. Most misson critical systans are targeted tbe Year
2000 canpliant by March d 1999,with the renainder tagetedto

be compliant by July 1, 1999 This will require campleting
remediation and testmof mission critical gstams.

Many non-missian critical s/stems are Y2K canpliant, while others

are being addressed as resources wllcEmbedded electronic
equipment has been assesskt Y2K campliance and is in the
process 6 beirg browht into canpliance. Enbedded electronic
equipment in state buildigs is beig corrected throgh the

equigmentmanuacturers and state tegfiand renediation.

The State’s déforts to becme Y2K canpliant extends bgond its
own internal gstems. The State is actely working with vendors,
suppiers, and other business partners to be certain that their
systams and processerill not adversef afect the StatefdUtah.

The legislature has appropriated $fillion of specialfunding to

state agencies for conversion ofssans for Y2K canpliance. A
similar anount d additional funding will be requested.The

mgority of the cowersion €ort is beirg completedwith agency

internal data procesginresources. Majorystem upgrades that
included Y2K canpliance did not separate Y2K costs.

The State' s discrete canponent units are responsilflar assessing
andmodifying their ystams for Y2K campliance.

The State’s collges and uniersities (Canponent Units) have
inventoried their gstams. The are in the process of assesat and
remediation. The gstans that preide adninistrative support
functions have received vendmevided Y 2K compliant upgrades
and the majority have been installed. yStams that provide
deparimental education and research support araiious stges
of the correction processhich includes: ugrading old de&top
computers, netorks, and embedded chips iwvarious equiment.
This processvill require signficant unding from either leislative
appropriations orfrom within existing college and uniersity
budgets. Funding to canplete rephcenent and repair ofission
critical systems will be requested in the 199%jelative session.
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NOTE 15. PENSION PLANS
Eligible enployees & the State are wered ly one d thefoll owing
retirement plans:

A. Utah State Retiranent Systens

The Utah State Retirement Systems (S/stems) were established by
Chapter 49 bUtah Code Annotated, 1953s anended. The Utah
State Retirenent Cfice adninisters the $stans andPlans under
the direction bthe Utah Retinment Board (Board)which consists
of the Statélreasurer and simembers appointedybthe Govemor.
The Board has a separate accountiggten and prepares a
separatel issuedfinancial report covering all retineent ystems
and deferred aopensation plans adnistered ly it. The §stems

and Plans maintain records and accounts and prepare separately

issuedfiinancial statments usingund accounting principles dithe
accrual basis of acounting, underwhich epenses, including
bendits and réunds, are recordedhen the liabiliy is incurredand

revenues, includim contributions, are recorded in the accounting

period in which they are earned and beve measurable. fie

Board's accounting ystam reports on a calendaearend. The
December 31, 1997 financia report hes been included in this

Comprehensie Annual Financial Report asRensionTrust Fund

for the PERS. The Deferred Compensatio 457 Planis reportal as

an expendable trust fund. Copies bthe separatglissuedfinancial

report that includefinancial statments and required suppfental

information may be obtained ¥ writing to Utah Retirement

Systams, 540 East 200 South, Shkke City, Utah 84102, or by
calling 1-800-365-8772.

The Systems are coprised d the following groups ¢ plans
covering substantigllall enployees 6 the State, pubic educdion,
and other palitical subdvisions d the State:

e The Public Employees Contributgr Retirament System
(Contributoy System); the Public Employees Noncontributory
Retirament §stan (Noncontributoy System); and the Fire-
fighters Retirenent Systan, which are déned-benét
multiple-employer, cost-sharing, publiowployee retirenent
systams;

e The Public Sdety Retiranent S/steam, which is a déned-
bendit mixed cost-sharig and gent, multiple-employer
retirement ystem;

e The Judges Retimment S/sten and the Governors and
Legislative PensionPlan, which are déned-benét single-
employer public enployee retirenent gstams; and

The 401k) and 45Awhich are d&ned-contribution plans.

Retirement benefits are specifiedy lChapter 49 oUtah Code
Annotated, 1953s anended. The Retireent Systams are defined-
benédit plans inwhich the benfits are based orga and/or years of

servie andhighestaverag salay. Various plan options within the

Systans may be selectedybretiring members. Some of the options

require actuarial reductions based on attaingd, age o spouse,
and smilar acuaria fadors. A brief summary of eligibility for and

bendits of the §stams is pravided in thefollowing table:

Summary of Eligibility and Benefits

Contributory

System System

Noncontributory

Firefi ghters
System

Judges
System

Public Safety
System

HighestAverage Salary Highest 5 Years

Years of Servie
Required and/oAge
Eligible for Bendit

30years ay age
20 years ge 60
10years ge 62
4 years age 65

Highest 3 Years

30years ay age

*25years ag age
20years ge 60
10years age 62

4 years age 65

1.10% to June 1967
1.23%6 July 1967
to Jure 1975
2.00% July 1975
to present

Bendit Percent per
Year d Sewice

*With full actuarial reductions

2.00% peryear
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Highest 3 Years Highest 2 Years

20vyears ay age
10years age 60
4 years ge 65

25years ay age

*20 years age 55
10years ge 62
6 years age 70

5.00% first 10years
2.29% second 1@ears
1.00% over 20yeas

2.50% peryear up to 2Qears
2.00% peryear wer 20years
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Former govemors at age65 receive$980 permonth per tem, acamulated inds in their indiidual memberaccount andorfeit
limited to tvo tems. Legislators receive a benefit actuarially service credits and rights to future benefits upon which the
reducedat age 62 with ten or more years & sewice, or an contributionswerebased.
unreducedbendit at ege 65with four ormoreyears é sewice at
the rate of $22 pemonth peryear d sewice. Both thegovernors’ As a condition of participation in the Systems, employersandor
and l@islators’ benéts are adjustedbasedon the Consumer Price employees are required to contribute certain patenges of salaries
Index (CPI), limited to 4 percentfathe base beffié peryear. and wages as authorizedby statuteand specfied by the Board.
Employee contributionsnay be paid in part or invhole by the
Deathbenefitsfor active andretiredemployees are in accordance employer. Contributions in soe Systans are also augentedby
with retirament statutes. Upon tamnation d employment, fees, insurance premium taxes, or legidative appropriationsBelow
members dé the §stans may leave their retirenent account intact is a summary of plan participants.

for future benfits based owestirg qualification, orwithdrav the

Participants
Decamber 31, 1997

Non- Public Fire- Governors and
Contributory  contributory Safety fighters Judges Legislative
System System System System System Pension Plan
Number d participatirg:

Employers. ............. 209 344 116 33 1 1
Members:

Active .............. 4522 75,59 6,041 1,281 102 90

Terminated vested . . . . . 1,464 11,957 634 48 1 86
Retirees and beneficiaries:

Servicebenefits . . ... .. 9,513 13,223 1,877 646 73 210

Disability bendits . . . . . 240 — 55 64 — —

Employer contribution rates consist (1) an anountfor nomal cost (the estiated anount necessgrto finance bendfs eaned by the menbers
during the current servicgear) and2) an anountfor anortization d the uriunded actuarighccrued liabiliy over a period representing the
remainder of the origina 30 yea amortizaion period. These rates are determined using the entry age actuarialcostmethad with a suppleental
preseit value.

The following schedule samarizes contribution rates in effect as of Daber 31,1997:

Contribution Rates as a Percent of Covered Bgaioll

System Member Employer Other
Contributory . ............ 6.00% 6.50-9.67% —
Noncontributory . .. ........ — 1051-14.16% —
Public Sdety:

Contributory . ......... 105-1374% 5.62-21.82% —

Noncontributory . ... ... — 17.09-33.68% —
Firefighters:

GroupA ............. 1331% 0.0% 8.19%

GroupB ... ... 16.71% 6.43% 8.19%%
Judges . ... — 20.21% 24.11%

Governors and_egislative . .. — —
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Thefollowing tablepresentshe State bUtah’s actuariat detemined enployer contributions required and paid to the Stattr&nent §/stems.
These aounts are equal to the annual pension dastsach dthe stategeas and all of theseamountswere paidfor eachyear.Accordingly,
the net pension obligation (NPO) at te end of eachyearwas zeo. For the Govemors and LegislativePension Plan, therehasbeen noannual
pension cost, required contributions, dP@®Ibecause the plamas ovefunded for each of thesgears.

State of Utah’s Employer Contributions
Required and Paid
For Fiscal Years Ended June 30
(Expressed in Thousands)

Non- Public Fire- Total
Contributoy contributory Sdety fighters Judyes All
System System System System System Systans
Primary Goverrment:
1998 .. $ 5,082 $67,040 $16,106 $ 58 $1,899 $ 90,185
1997 .o $ 5202 $61,782 $13,865 $ 44 $1,721 $ 82614
1996 . .o $ 6,554 $51,530 $12772 $ 38 $1,501 $ 72395
1996 . o $11838 $45131 $10,59 $ 40 $1,291 $ 6889
199 $10,681 $37,502 $ 8,590 $ 44 $ 986 $ 57,803
Component Units:
Colleges and Universities:
1998 ... $ 2478 $29214 $ 34 $— $ — $ 32036
1997 . $ 2,548 $29,694 $ 318 $— $ — $ 32560
1996 . . o $ 3,066 $ 25,751 $ 97 $— $ — $ 28914
199G . .. $ 4556 $22457 $ 65 $— $ — $ 27,078
19 . . $ 4,260 $19,388 $ 48 $— $ — $ 23696
Proprietay Type Funds:
1998 ... $ 130 $ 1,989 $ — $— $ — $ 2119
1997 . $ 12 $ 1,756 $ — $— $ — $ 1878
1996 . ... $ 149 $ 1,297 $ — $— $ — $ 1446
1996 . .. $ 152 $ 950 $ — $— $ — $ 1102
19 $ 149 $ 823 $ — $— $ — $ 972
Total Primary Governrment and Cmponent Units
198 . $ 7,690 $98,243 $16,450 $58 $1,899 $124,340
1997 . o $ 7872 $93232 $14,183 $ 44 $1,721 $117,052
1996 . . o $ 9,769 $78578 $12,869 $ 38 $1,501 $102,755
196 . . $16,546 $68538 $10,664 $ 40 $1,291 $ 97,079
199 $15,090 $57,713 $ 8,633 $ 44 $ 98 $ 82471
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401() and 457 Defhed-Contri bution Plans

The 401() Plan and 457Plan adninistered ly the Retirenent
Board in which the State participates aredefined-contribution
plans. These Plans are avail able assupplenentd plansto the basic
retirement bendits of the retirenent ystems for employees of
employers which have adoped the 401k) and 457 Péns.
Voluntary contributionamay bemade into thdlans subject télan
and Internal Re@enue Code thitations. Enployer contributions
may bemade into theéPlans at rates det@ined Ly the enployers.
There are 285raployers participatig in the 401K) Plan and 153
employers participatig in the 457 Plan. There are 104,844
employees and retirees of those employers who are members of the
401() Plan and 8,788vho aremembers d the 457Plan.

After temination d employment, benéits are paid out to
individuals in lunp sun, or as periodic befié payments, at the
option of the participantbasedon individual account balances. The
401(k)ard 457 Deferred Compensatio Plans accoun balancesare
fully vestedo the participans attime o deposit. Inveshents é the
plans are reported diair value. No single invesient d the Plan
constitutes 5 percent amore d the total plan assets.

Employeesof the State are eligle to participate in he deferred
compensatio 401() Plan. The Stateard participatirg employers
are required to contribute tanployeeswho participate in the
noncontributosy retirement plan. The State ontributes1.5 percent
of eligible employees’ salariesvhich anount vests mmediatey.
The anounts contribbtedto the 401() Plan durirg theyear ended

June 30, 1998, ly employees and mployers are agollows: for

Primary Government, $22.703million and $7.506million; for

Comporent Units — Collegs andUniversities,$1 596 million and

$3.08) million; for Componer Units — Proprietay, $736 thouand

and $213 thousand; and thendoined totalfor all is $25.035
million ard $10.7® million, respectiely.

Pension Plan Receivables and Invesents

Invesiments are presentd at fair value. The fair value of
invesmentsis basel on publishel market pricesand quotations
from major invesment brokers at arrent exchange rates, as
available. Many factorsare consideredn arriving at that value.
Corpoete bonds are vaked basedon yields arrently available on
comparable securities of issues with similar credi ratings.
Mortgages have beenvalued on an amortized cost basiswhich
approximates merket or fair value. The fair value of red estate
investments hasbeen eBmated basedon independent appraisds.
For invesientswhere no readjl ascertainablenarket \due exists,
managenent, in consultatia with their invesiment advisors have
determined the fair value for the individud invesments.
Approximately 11 percent bthe net assets held in trdstr the
pension benefits are invested in bondsof the U.S. Govemment and
its instrunentalities. The $stans hare no irvesiments & any
commercid or industrid organization whosemarket valueequals
5 percent or more of the §/stans’ net assets avaltie for benefits.
The Principd Componentsof the receivdles ad investment
categories are presented belo

Pension Receivables and Investents
(Expressed in Thousands)

Non- Public Fire- Governors Retirement Total
Contributory  contributory Safety fighters Judges and Legislatve  Investment Decenber 31,
System System System System System  Pension Plan Fund 1997
Recevabes:
Member Contributions . . . . . . $ 437 $ — 8 19% 34 $ 1 $ — $ — $ 998
Employer Contributions . . . . . 623 18,080 1,664 1,879 406 — — 22,652
Investments . ............. — — — — — — 79,592 79,592
Total Recevaldes . .. .. $ 1060 $ 18080 $ 1,860 2243 % 407  $ 0 $ 79,592 $ 103,242
Investments:
Bonds .................. $ — 3 — % — — 3 - $ — $ 2,406,441 $ 2,406,441
Equity Investments .. ...... — — — — — — 7,232,103 7,232,103
Venture Capite. . . ........ — — — — — — 493,988 493,988
Red Estae .............. — — — — — — 1,056,026 1,056,026
MortgageLoans . . .. ....... — — — — — — 3,969 3,969
Equity in Investmentrund . . . 942,432 7,694,248 968,983 418,939 65,891 10,530 (10,101,023) 0
Total Investments . . . .. $ 942,432 $ 7,694,248 $ 968,983 $ 418,939 $ 65,891 $10,530 $ 1,091,504 $ 11,192,527
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Actuarial Methods And Assunptions

The latest aduaria vauation and study was dated Januay 1, 1997.
The aduariad accrued liabiliy and schedulefdunding progress is
presented ¥ the retirenent gstams in their separatglpresented
financial reports based on the repagnerated ¥ that study
conducted H WatsonWyatt & Campary. The actuarialvalue of
assetdor that date is based on maothed &pected ivesiment

income rate. Inveshent incone in excess or shdall of the
expected 8 percent return air value is smoothed wer afive-year
period with 20 percent D a year's ecess or shofall being
reamgnized eachyear, beginningvith the currentear. Belav are
listed the variousactuarialmethodsard significant assumptions
used to determine the annué requiral contributions togetherwith
the aduarial accrued liabiliy andfunding ratiosfor five valuation
dates.

Governors
Contributory  Noncontributory ~ Public Safety  Firefi ghters Judges and L egidative
VauationDate ............. 1/1/97 1/1/97 1/1/97 1/1/97 V97 1197
Actuarial Cost Method . . . ... .. Entry Age Entry Age Entry Age Entry Age Entry Age Entry Age
AmortizationMethod . . ... .. .. Level Percent  Leve Percent Level Percent Level Percent Level Percent  Level Dollar
of Payroll of Payroll of Payroll of Payroll of Payroll Amount
Remaining AmortizationPeriod . OpenGroup OpenGroup OpenGroup OpenGroup OpenGroup OpenGroup
23 Yeas 23 Yeas 23 Yeas 23 Yeas 23 Yeas 23 Yeas
ClosedPeriod ClosedPeriod ClosedPeriod ClosedPeriod ClosedPeriod ClosedPeriod
Asst Vauation Method ... ... 5Yea 5Yea 5Yea 5Yea 5Yea 5Yea
Smoothed Smoothed Smoothed Smoothed Smoothed Smoothed
Market Market Market Market Market Market
Actuarial Assumptions:
Investment rate of return . . .. 8% 8% 8% 8% 8% 8%
Projected sdary increases . . . . 4.25-14.75% 4.25-14.75%  4.25-10.25% 4.25-13.25% 5.50% none
Inflationrate ............. 4.00% 4.00% 4.00% 4.00% 4.00% none
Post-retirenent cost-&-living
adjustent (Note belw) 4.00% 4.00% 2.50% 4.00% 4.00% 4.00%
Fundirg Progress -Actuarial
AccruedLiability (In thousands):
January 1, 199 . ........ $ 1,099,162  $ 4,624,515 $ 627,358 $ 279,084 $ 45,631 $6,116
January 1,19% .. ........ $ 1,176,222 $ 5,205,873 $ 691,107 $ 307,459 $ 49,830 $ 6,606
January 1,19% ......... $ 992,374 $ 6,032,412 $ 771,150 $ 333,432 $ 55,952 $ 6,853
Januvary 1, 199 ......... $ 868,723 $6,917,958 $ 866,504 $ 362,411 $ 60,055 $ 7,020
Decenber 31,1997 ...... $ 883,376 $ 7,532,404 $ 937,083 $ 390,256 $ 65,873 $ 7,060
Fundirg Ratios:
January 1, 1994 ........... 82.9% 87.3% 88.5% 87.2% 77.8% 125.6%
January 1,19% ........... 82.0% 84.0% 86.4% 85.1% 77.7% 118.1%
January 1, 19% ........... 85.9% 85.1% 87.0% 88.1% 79.2% 119.4%
January 1, 199 ........... 89.0% 86.3% 87.1% 90.9% 84.5% 123.0%
Decenber 31,1997 ........ 94.3% 91.6% 92.5% 96.4% 90.1% 132.0%

Note: All post retirement cost-of-living adjustments are noneopoundirg and are based on thegnal benéit, exceptfor
Judyeswhich is a compoundirg benédit. The cost-d-living adjustents are alsoriited to the actual Bl increasefor the
year, althogh unused @l increases natnet may be carriedforward to subsequewears.
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B. Teachers Insurance and Annuity Association

The Teachers Insurance a#dnuity Association and/or Colie
Retirement Equities FundTlAA—-CREF), privatet administered
defined-contribution retinment plans, prade indvidual retirenent
fund contractdor each eligible participatingnegployee. Eligible
enployees consismainly of state college/universitand applied
technology center facult. Benefits to retired raployees are
generaly based on thealue d the individual contracts and the

estimated life epectancy of the employee at retirment and are
fully vestedfrom the date bemployment. The total currenyear
required contribution and thenaunt paid is 14.2 percent the
enployee’s annual salgr Most d the enployers contribute both
the employer and the employee $iareof 7.1 percent. The Statehas
no further liability once annual contributions amade.

The following table presents the State of Utah’s actugbleyer
contributions to th&1AA—CREF retirenent g/stam:

State of Utah’s Employer Contributions
For the Years Ended June 30, 1997 and 1998
(Expressed in Thousands)

Primary Government
Component Units:
College and University .........

Total

C. Travelers Insurance Retirament Plan

There are 168maployees 6 the Deparnent of Workforce Services
(General Fund) participatinin theTravelers InsurancBlan, which
is a depositfund adninistered retirment plan.The employer
payments ardully funded throgh federal reenuesrom the U.S.
Departnent d Labor.

The contribution is 12.09 percent bthe enployee’s annual salgr
of which 3.05 percent is paid/tthe enployee, 3.8 percent is paid
by the employer for the enployee, and 5.09 percent is paig the
employer. The employer is also contributing to prior service costs.
Retirement benefits are omputed using salay, age, ad yearsof
service.

According to the latest periodic actuarigluation on Janugrl,
1998, the presentalue d future retirenent benéts is $157,961
million, and the ufunded liabiliy is $12.983million. Net assets
avail able for benefits are $139.02illion. The uriunded liability
represents cost-of-living increases on benefits. The average
assimed rate breturn used in deteining the actuarial present
value of accunulated plan benefitwas 7.50 percent fdr998and
1997.

The State of Utah’s actual curregear enployer contributions,
including prior yea service costs, to the Traveles Retiranent Plan
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Contribution Contribution
Required Required
and Paid and Paid

1997 1998
$ 522 $ 561

55838 59,491
$ 56,360 $ 60,052

from the General Fund irfiscal years ended June 30, 1998 and
1997,were $1.909illion and $2.591million, respectvely.

NOTE 16. DEFERRED COMPENSATION 457 PLAN

As d June 30, 1998, there are three g@kand universitiesand
the Office d Education that hae dderred conpensation plans
available to mployees that are adnisteredby athird party which
have nat yet beenamendel to canply with the requirenents é IRC
Section 457, subsection)( Deferred conpensation plans peit
employeesto dder a portion btheir salay until futureyears.The
amourts for these three colleges and universities total $14.823
million and are reported in the cale and uniersity financial
statements. The anount in the Gfice d Education’s plan totals
$2.699miillion and is reported in the State®syeng/ Funds.

There are ndunding requirenents in the derred conpensation
plans other than the depositdeferredcompensation or voluntary
contributionsfor the enployee ly the enployer. The déerred
compensation is not wailable to enployees until temination,
retirement, deah, or unforeseeble emergency.

All compensation derred under the plans, agell as assets
acquirael ard income earnel by the plans, is held ag@ng funds
for the respectie anployers and does not belgto themember
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participants until théunds ae distributed to them. Until thattime,
the funds renain assets fothe respectie employers and are
available to the general creditord these mployers.Participants’
rightsunde the plansareequal to thoseof general crelitors of the
respectve employers in an mount equal to théair value d the
deferred accounfior eachparticipant.

It is the opinion bthe State’slegal counselthatthe Stateand the
collegesard universitieshave no liability for lossesunderthe plans
but do hae the duw to exercise the duearethatwould berequired
of an ordinary prudent invesbr. The State ad the mlleges ad

universities believe that it is unlikethat the will use the plans’
assets to satigtthe claims of general crelitors in te future.

NOTE 17. POSTEMPLOYMENT BENEFITS

At the option 6 the indvidual state deparients, enployeesmay
be offered a retiremert incentiveprogran, asse forth in Section
67-19-14(2) bthe Utah Code Annotated, 1958 amended.In
orde to qualify, the employee must be eligible to receive retirent
benefits. Upon retirement most enployees, ncluding thase agess
ard over, may be paidfor 25 percent founusedaccunulated sick
leave a the employeés current rate of pay. In addition, the
employeemay receive health and lifesurance coverage up to age
65, but not to exceed fivgears. If the mployee has not reached
age 65 after the five-yea limitation is reached, tlyemay exchange
onesick leave day in excessof 60 days, after the 25 percent payot,
for one month d paid health andfié insurance ogerage. As of
June 30, 1998, theravere 1,028 indiiduals on the prgram. The
insurance ceerage is paid 100 percenylihe State.

The State has estiated a liabiliy for current enployeeswho will

eventudly retirein additionto an estinated liability for enployees
who have alreadretired.The liability for postenployment benefits
and compensated absencels$202.759illion is fully fundedfrom
accruedtaxes,with the ongoingpaymentsbeirg chargedto state
agencies as benefits areearned For the yearendal June30, 1998,
the postemployment benefits portion of the cumulative li ability was
$123323 million. In fiscal year 1998 $18.44 million in
expendituresvere recgnized.

All employers who participae in the Stae Retiranent Systans are
eligible to participate in thBublic EmployeesLong-Tem Disability
Program per Sedion 49-9-2(B of the Utah Code Annotated, 195&
amended. Employeesof those state ageieswho participate in he
programn andmeet long-tam disability eligibility receive berfis for the
duration & their disabiliy up to the tine they are elgible for retiremaent

or until age 65. Berfits begin éter a threemonthwaiting period and
are paid 100 percenylthe prgram. As d June 30, 1998, there are
278 state employees receiving benefits. The program is funded by
paying premiums to the EnployeesGroup Insurance Fund (Internal
Service Fung, where assts are set aside for future payments. Fa the
yearende June 30, 1998, the State paid $3.686on in premiums
and the prgram has $64.44illion in assets.

The colleges and universitie$fer eary retirement incentives, as
approved by their boardsof trusteeswhich may provide health,
denta) and life insurancejncentivepay or stipends; ordng-term
disability. Eligibility requiremerts differ, depending on the college
or university. In general, the employeemust be at least 55-60 years
of age with a minimum of 15-20years & sewice. Sane d the
colleges and universities also require that themsof the
employee’s @e andyears 6 sewvice be at least 79 he erployee
may receive hesebenefits up to age65 but not to exceedb-10
yeas. The ranges for incentive and stipend pay are from 14.28
percemto 30 percen of theemployee’ssalay upan retirement The
benefits are funded on a pay-as-you-go basis.As of June30, 1998,
thereare410 individualsparticipatirg in the programs, and $4.221
million was expended durig theyear.

NOTE 18. RISK MANAGEMENT AND INSURANCE

It isthe pdicy of the State of Utah to periodicdly assssthe proper
combination of canmercial insurance and self-insurance to cover
the risk of losses tavhich it may be exposed. This accomplished
by the Statehrough the Risk Management and Employees Goup
Insurane Funds (Internal Seice Funds)The Rik Management
Fund maneges the general property and liability risk o the State,
and the Employees Group Insurance Fundhanaes the health
insurance programs of the State.The University of UtahandUtah
State University (Colleges and Universities — Component Units)
eachmaintain self-insurance fundsto manage hedth care. The
University of Utah also maintainssef-insurancgundsto manae
auto/plysical damage, and malpracticeliabilities.

The State has determined that the rik funds can ecomically and
effectively managethe States risks internally and havese aside
assts for claim settlanent. The risks are covered througbserves
and commerdal insurance for excessre lossesThe State has not
had ary losse9or settlenents that exceeled the commercial excess
insurance coverages foryaaf the last thregears. The riskunds
service all clains for risk of loss towhich the State isxposed,
including genera liability, propery and casualy, group medical
and dental, and sue ervironmental clams. They also sevice the
genera risk claims for mary local school districts and local health
departents within the State.All funds, gencies, and public
authorities of the State may participate in the State's Risk
Management and Employees Group Insurance Fund&he risk
funds allocate he st of providing claims servichg, claims
payment, and commercial insurance by charging a “premium” to
each agency, public authority, or employeg based on eah
organization's estimated current yea liability and propest values.
The liability is detemined usig an independent actuarial study
based on past, current, and estimated loss experiences.

Risk Management and Employees Group Insuance Fundclams
liabiliti es are reported when it is probable that aloss has occurred
and the amount d that losscan be reasonably estimated. Liabilities
include an amount for clams that hae been incurred but not
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reported. Becauseactua claims liabilities areaff ectedby complex
factors including inflation, charges in legal doctrines and
unanticipatedlamage awards the processisedin computing claims
liabilities does not necessgritesult in exact mounts. Claims
liabilities are re-ealuated periodicafi to t&ke into consideration
recenty settlal claims, thefrequeng of claims, and other econuc
and sociafactors. An annual actuarial styds alsoperformed, and
estimated liabilities are detmined to 80 percent certaint

The Statecoves its workers compensatio risk by purchasing
insurance from The Workers’ Campensation Fund fo Utah
(Component Units- Proprietay Funds).The University of Utah

and Utah State Univergiteport clam liabilities if it is probable
that a liability has been incurred ag the date bthe financial
statenents and theraount d the loss catbe rea®nably estirrated.
The University of Utah and the University Hospitd have a“claims
made” umbrella malpractice insurance policy in an amount
considered adequate by its regedive administrations for
caastrophic malpractice liabilities in xcess 6 the trusts’fund
balancesAmountsfor the currenyear are included belo

The following table presents the changes in mofailiabilities
balances (short- and long-term combined) during fiscd years ended
Jure 30, 1997 and Jure 30, 1998:

Changes in Clams Liabilities
(Expressed in Thousands)

Current Year

Claims and
Beginning Changesin Claims Ending
Balance Estimates Payments Balance
Risk Mangyement:
1997 . $ 36334 $ 3,502 $ 3,565 $ 36271
198 .o $ 36,271 $ 5632 $ 5672 $ 36,231
EmployeesGroup Insurance:
1097 .. $ 48945 $155,301 $154,274 $ 49,972
108 .. $ 49972 $155,697 $154,071 $ 51,598
College and UniversitSef-Insurance:
1997 . $ 10473 $ 55839 $ 54321 $ 11,991
198 .o $ 11,991 $ 63416 $ 59935 $ 15472

The Workers' Canpensation FundfoUtah (Caenponent Units—
Proprietay Funds) cedes reinsurance thestinsurance companies
to limit the exposure arising from large losss. It retains liability on
thefirst $2million of each losswhile reinsurers e liable between
$2 million and $10million on individual clams (up to an annual
aggregate of $10 million) and up to $55million on occurrences
involving multiple claimants.

NOTE 19. SUBSEQUENT EVENTS

On Juy 1, 1998, the State issued $26illio n of gener& obligation
bonds: $55million will be usedfor building projects, and $210
million will be used to retire a portionf dghe 199AB Bond
Anticipation Notes issued in 199fbr highway construction
projects. The buildirg bondsmaturefrom the year 2001 to 2003
and cary an interest ratef®.0 percentThe hghway bondsmature
from theyear200L to 2012 and cayran interest ratefd.0 percent.

On July 1, 1998, the State BuildinOwnershipAuthority issued
$25.710million of lease reenue bondsThe proceeds will be used
to construct and purchase amer d buildings throghout the
State for use by various state agencies. The bonds will mature from
the year 1999 to 2020 and cgrinterest ratesvhich rarge from
3.75 percent to 4.9 percent.

On July 1, 1998, the State BuildinOwnershipAuthority issued
$23091 million capital appreciation lease venue bondsThe
proceedswill be used to construct a portiofi @ studenhousing
projed at the University of Utah which, whencompleted will also
sewe as théAthlete’s Village for the 2002Winter Aympic Games.
The bondsnature on Mg 15, 2005, ath have anapproimateyield
to maturity of 4.65 percentThe SaltLake Olympic Organizing
Committeehas pledyed certain bits own revenuesrom the 2002

Winter Games as collaterafor payment d all principal ¢ and
interest on the bondshen such becgoes due in thgear 2005.
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On August 15, 1998 the State Building Ownershp Authority
issued$105.100million of lease reenue réunding bonds.The
proceals will be used to adance réund $105.615million of
outstandimg lease reenue bonds series A495A and 9&\. The
refunding bondsmature from the year 2000 to 2019 and carry
interestrates which range fom 3.8 percent to 5.5 percent.

Subsequent to June 30, 1998, the Utah HowgskinanceAgency
asoissued$50 millio n Single-Family Mortgage PurchaseBonds,
1998 Series E and Series F, maturing in 2005 throgh 2030, at
interest ratesfa3.65 percent to 5.84 percent.

Subsequernto June 30, 1998, the Board Regents Student.oan
PurchaseProgram issued Studeritoan R&enue Bonds under the
authority of the 1993 Reenue BondsGeneral IndentureThird
Supplenental Indenture in e anount d $109.875million, dated
August 15, 1998.The bonds are special ojgition bonds bthe
Board and are seaured, as provided by the indentures,by all assets
of the 1993 Revenue Bond Fund and revenues angbtedeiived
from such assts.

On duly 1, 1998, EnployeesGroup Insurance (Internal Séce
Fund) reportedhat the Utah Local Governments Trust (the Trust)
has eleded to become salf-insured and consequently will no longer
be participatirg in the Fund.The Trust will continue to use
Employees Group Insurance as @&hird Party Administrator to
process all heir claims. In assciation with this change in he
relationship Employees Group Insurancewill remit all related
reserves bacto theTrust. As d August 28, 1998, Eployees
Group Insurance has remitted approaimately $12 million to the
Trust. Havever, thefinal settlenent with the Trust has not been
made.

On July 8, 1998, Dxie College rdunded the StudenActivity
Center bondswith a $2.815million bond pgable throgh May 1,
2010, at interest rate$ 8.7 percent to 4.85 percent.

B—68

On August 3, 1998, Southern Utah Watisily entered into a Real
Estate Purchase Agreement with the Iron County School District to
purchase appraimately 16 acreslocated directly north of the
existing campus. The purchase pricefor the property is $8.0 million
(4.6 millio n at dateof agreeamert and installmentsof 1.7 million
ead on July 31, 1999 ard July 31, 2000) The propery isintended
to be usedfor construction ba nev physical education building
and relocatian of otheracadenic prograns. Iron @unty School
District (Cedar Middle SchooWill continue to use the property
during the paymert period.

Subsequent to June 30, 1998, thevdrsity of Utahaayuired from
Medical Partners Inc., and PacifiCare a medical group practice
and related buildigs, equipnent, inventoly, accounts, eceivéle,
goodwill, and existing contractual relationships legenPadfiCare
and certain bits membersfor appraximately $37.266million.

OnJduly 1, 1998, he University of Utah issied $120.24million of
Auxili ary and Campus Facilities Systean Revenue and Rending
Bonds Series 1998A. The Proceeds will be used for the
construction é new student housim complexes. The canplexes
will serve asltte athlete’ s village durirg the 2002Winter Olympic
Games.The proceedwill also be used to advamecefund a portion
of the Auxiliary and Canpus Facilities Reenue Bonds, Series
1997A in theamourt of appraimately $170 million.

The University of Utah also receivedapproval from the Utah Stae
Legidature to issue reenue bonds in thev@unt d $18.5million
for two parking structures, $5.1 millio n for expansin of the Ecdes
Broadcast Center, and $23.8illion for the acquisition,
constructionand remodelingof severahealthcardacilities.
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STATE OF UTAH

COMBINING STATEMENT OF PLAN NET ASSETS
DEFINED BENEFIT PENSION PLANS AND
OTHER PENSION TRUST FUNDS

June 30, 1998 (Expressed in Thousands
Non- Public Fire-
Contributor y contributory Safety fighters
Systen System System System
Assets
Cashand Cash Equivalents ... ....................... $. 2 $ 36 $ 14 $ 2
Receivables:
Member Contributions . .......... ... ... ... . ... 437 — 19 364
Employer Contributions . ................ ... . ........ 623 18,08 1,664 1,8
INVeStMENtS . ... ... e — — — —
Total Receivables . ........... ... ... .. ... ..... 1,080 18,08 1,860 2,243
Investments:
BONAS . . .o — — — —
Equity Investments . . . ........ ... — — — —
Venture Capital . ....... ... ... . . . — — — —
RealEstate . . ...... ... — — — —
Mortgage Loans . . . .. ... e — — — —
InvestmentContracts . . ........... — — — —
Equity inInvestmentFund . .......................... 942,42 7,694,28 968,98 418,93
Total Investments . . ........ ... i 942,42 7,694,28 968,98 418,93
Fixed Assets:
Land . ... — — — —
Buildings and Improvements ......................... — — — —
Machinery and Equipment . .......... ... ... ... ...... — — — —
Accumulated Depreciation . . ............ ... ... ... — — — —
Total Fixed ASSets ... ...t 0 0 0 0
Total ASSetS . ..\t 943,491 7,712,368 970,8% 421,18
Liabilities
VouchersPayable . ........... ... ... ... . . — — — —
Securities Lending Liability .. ........... ... ... ...... — — — —
Total Liabilities . ...... ... . .. . 0 0 0 0

Fund Balances

Employee Deferred Compensation .. ..................... — — — —
Insurance, Administration, and Other Reserves — — — —
Reserved For Pension Benefits . . .. .......... ... ... ..... 943,49 7,712,386 970,8% 421,181

Total FundBalances . .............. ... ... .. $.943,494 $ 7,712,364 $ 970,857 $ 421,184
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Governors Deferred Retirement Total
Judges and Legislative Compensation Investment June 30,
System Pension Plan 401(k) Plan Fund 1998

$ 1 $ 1 $ 4,793 $ 113,713 $ 118,562
1 — — — 998
406 — — — 22,62
— — 1,9% 79,52 81,54
407 0 1,9% 79,52 105,19
— — — 2,406,44 2,406,44
— — 503,98 7,232,183 7,736,0%
_ — — 493,98 493,98
— — — 1,056,05 1,056,05
— — — 3,980 3,980
— — 293,52 — 293,52
65,891 10,53 — (10,101,023 0
65,891 10,53 797,58 1,091,5@ 11,990,009
— — — 1,00 1,00
— — — 3,864 3,864
— — — 4,100 4,100
— — — (4,142 (4,142
0 0 0 4,823 4,823
66,299 10,53 804,24 1,289,62 12,218,62
— — 1,20 26,32 27,59
— — — 1,223,260 1,223,260
0 0 1,20 1,249,584 1,250,884
— — 802,1® — 802,13
— — 862 40,081 40,913
66,299 10,53 — — 10,124,7®
$ 66,299 $ 10,531 $ 802,991 $ 40,051 $ 10,967,771
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APPENDIX C

DEMOGRAPHIC AND ECONOMIC DATA REGARDING THE STATE OF UTAH
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GENERAL INFORMATION

This appendix has been summarized from certain information which is contained in the 1999
Economic Report to the Governor (the “ERG”). However, the Governor’s Office of Planning and
Budget (“ GOPB”) has updated the various sections contained in this appendix with the latest in-
formation available. The ERG is prepared by the Demographic and Economic Analysis Section of
the GOPB. Among other functions, the GOPB is to serve as the lead agency for the U.S. Census
Bureau’ s State Data Center Program. Much of the economic datain ERG has been generated by
members of the State Council of Economic Advisors. A complete copy of the ERG may be ob-
tained from the internet at http://www.governor.state.ut.us/dea/Publications/publications.html, or
by contacting GOPB, 801.538.1027, fax 801.538.1547, email-ward@gov.state.ut.us.

The State maintains many internet sites. Several sites are indicated below and may be accessed
at the following internet addresses:

0] = L= http://www.state.ut.us
State TrEASUIEr ... ..veie it ee e http://www.treasurer.state.ut.us
DIVISION Of FINANCE ..., http://www.finance.state.ut.us
Governor’s Office of Planning and Budget................ http://www.governor.state.ut.us/gopb
Governor’'s OffiCe....uvii i, http://www.governor.state.ut.us
D M e e http://www.dfcm.state.ut.us
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The information available at the internet sites shown above is provided by the State in the
course of its normal operations and has not necessarily been reviewed for accuracy or complete-
ness. Such information hasnot been provided in connection with the offering of the 1999A Bonds
and is not a part of this OFFICIAL STATEMENT.

TOPOGRAPHICAL INFORMATION

On January 4, 1896, the State became the forty—fifth state of the United States of America.
Ranking eleventh among the states in total area, the State contains approximately 82,168 square
miles. It ranges in elevation from alow of 2,500 feet above sea level in the south, to a high of
13,500 feet above sealevel in the north. The State islocated in an arid region (precipitation ranks
as the second lowest in the nation, behind Nevada). Home to deserts, plateaus, the Great Basin
and the Rocky Mountains, the State is known for its scenic beauty and the diversity of its outdoor
recreation areas. As of March 1999, land ownership in the State was distributed as 64.1% Federal,
8.0% State, and 27.9% other (American Indian Reservation, Municipal, State Sovereign Lands,
and Private).

ECONOMIC INDICATORS
Demographics

Although the size of the State’ s population is ill relatively small in comparison to other states,
the growth, composition, and distribution of the population is unique. The State’s population
grows more rapidly, is younger, lives longer, has larger household sizes, and is more urban than
the national average. Changes are occurring, however, as the popul ation becomes older, household
formation becomes less oriented toward married couple families and the population becomes more
racially and ethnically diverse. Further, the concentration of the population continues to spread to
counties close to the metropolitan areas and to countiesin the Southwest region of the State.

State Population

% Change From
Year Population Prior Period
1998 Estimate (1)......cccvevvvvnviinennennnns 2,083,238 1.7%
1997 Estimate (1)......cocveevvenieineinennnns 2,048,753 2.3
1996 Estimate (1)......ccoccvevvvvnveinennennnns 2,002,400 2.2
1995 Estimate (1).....ccoeevvevvvniiinennennnns 1,959,351 2.3
1994 Estimate (1)......coevveevenviineinennnns 1,916,000 2.7
1993 Estimate (1)......cocevevvvvnviineinennnns 1,866,000 24
1992 Estimate (1)......coeevveevenviineinannnns 1,822,000 2.7
1991 Estimate (1)......coevveevvvnviieanennnns 1,775,000 2.7
1990 CENSUS....civvieiiiiieiie i eeeeeae 1,722,850 17.9
1980 CENSUS....oivvieiii i 1,461,037 37.9
1970 CENSUS....civvieiii i eeeeeae 1,059,273 18.9
1960 CeNSUS......ovviviiiiieieiiineaeeen, 890,627 29.3
1950 CEeNSUS.....civiiriiiiiiieiiee e, 688,862 25.2
1940 CENSUS....oivvieiiiiieiie i eieeeeee 550,310 8.1

(1) Asof duly 1, of each year.

(Sources: U.S. Department of Commerce, Bureau of the Census and the Utah Population Estimates Committee.)
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Components of Population Changein the State

Natural Net In- Population
Fisca Year Births Deaths Increase Migration Change
1998................ 44,126 11,648 32,478 2,007 34,485
1997.....cccenenel 42,512 11,249 31,263 15,090 46,353
1996................ 40,495 11,001 29,494 13,555 43,049
1995...........e.ls 39,064 10,581 28,483 14,868 43,351
1994................ 37,623 10,411 27,212 22,788 50,000
1993........ce.eels 36,738 10,055 26,683 17,317 44,000
1992............... 36,796 9,559 27,237 19,763 47,000
1991................ 36,194 9,429 26,765 19,235 46,000
1990................ 35,830 9,123 26,707 (3,707) 23,000
1989................ 35,439 9,084 26,355 (10,355) 16,000

(Sources: Utah Population Estimates Committee, Utah Bureau of Health Statistics, and Utah Population Database
(partialy funded by the Huntsman Cancer Institute).)

Significant Characteristics of the State’s Population

Category Ranking Comments
State population (1997) ....... Ranked as the thirty—fourth state  out of 50 states
age (under fiveyearsold)... Ranked highest inthe U.S. 9.5%
age (fiveto 17)............... Ranked highest in the U.S. 23.95%
age(18t064)................ Ranked 2nd lowest in the U.S. 57.8%
age (over age6b) ............ Ranked 2nd lowest in the U.S. 8.87
Median age (1997)............. Ranked youngest in the U.S. 26.9 years
Fertility rate (1998)............ Ranked highest in the U.S. 2.60 births/'woman
Birth rate (1997) ............... Ranked highest in the U.S. 21.3 births/1,000 population
Death rate (1997)............... Ranked 2nd lowest inthe U.S. 5.5 deaths/1,000 population

Dependency ratio (1997)...... Ranked 2nd highest in the U.S. 72.9 per 100 of working age

Population in metropolitan
areas (1996).................. Ranked 21st highest in U.S. 77.1%

Household size (1996)........ Ranked largest in the U.S. 3.15 persong/household

(Sources: U.S. Bureau of the Census and GOPB)
Employment, Wages And Labor Force

The State’ s employment growth rate slowed again in 1998. Expansion in the number of non-
farm jobs, at 3.0% in 1998, is down some from the 1997 rate of 4.2%. During the recent expan-
sion, the State’ s annual employment expansion peaked at 6.2% in 1994. Last year (1998) isthe
eleventh in the series of consecutive annual job expansions of 3% or greater. The longest previous
string since 1950 was only four years. In 1998, the State added 29,400 net new jobs. The State's
unemployment rate climbed to 3.7% in 1998 from 3.1% in 1997. The average annual wage in-
crease for the State’ s nonfarm jobsin 1998 was 4.2%.
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Current Unemployment Rates

Current Unemployment Rate (1) State U.S.
AP 1999 ..., 3.0% 4.3%
APHLL998 ... 4.0% 4.3%

(1) Seasonaly adjusted.

(Source: Utah Department of Workforce Services, Workforce Information.)

Average Annual Employment and Unemployment Rate for Utah and the U.S.

Utah
Utah Unemployment Unemployment
Civilian Totd Rate Rate as % of

Year L abor Force Employed Utah U.S. U.S. Average
1999 (f) o.vnnnne 1,115,000 1,071,000 3.9% 4.7% 83%
1998 (P).....vvennen.. 1,080,000 1,040,000 3.7 4.5 83
1997.(r) eeevvnnnnnn.. 1,040,000 1,007,700 31 4.9 63
1996................. 1,008,400 973,400 35 54 65
1995......ieel. 986,600 951,400 3.6 5.6 64
1994.................. 974,500 938,000 3.7 6.1 61
1993......iel 917,000 879,800 39 6.9 57
1992.......ccieel. 915,900 821,400 5.0 7.5 67
1991........ceeel 864,800 800,900 5.0 6.8 74
1990.......cceneeee. 842,800 781,000 4.3 5.6 77

(f) forecast. (p) preliminary. (r) revised

(Source: Utah Department of Workforce Services, Workforce Information.)

(The remainder of this page has been intentionally left blank.)
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Employment

Utah Labor Force, Nonagricultural Jobs, and Wages

Selected Years
% % % % % %
Change Change Change Change Change Change
1999 (f) 1998 (p) 1997(r) 1996 (r) 1995 1994 1993 9899 9798 9697 9596 9495 9394
Civilian labor force (thousands)..... 11150 1,080.0 1,0400 1,008.4 986.6 974.5 915.9 3.2 3.8 31 22 1.2 6.4
Employed........ccovvninieccennn. 1,071.0 1,0400 1,007.7 9734 951.4 938.0 879.8 3.0 32 35 23 14 6.6
Unemployed. ..........cooevveorrrevreneees 44.0 40.0 323 35.0 35.2 36.5 36.1 100 238 (770 (06 (36 11
Unemployment rate................... 3.9% 3.7% 3.1% 3.5% 3.6% 3.7% 3.9% 54 194 (11.4) (2.8) (2.7 (5.1
Nonagricultural jobs (thousands)...  1,0486  1,023.4 994.0 954.2 908.0 859.7 809.7 25 3.0 4.2 5.1 5.6 6.2
STy 8.0 8.1 8.3 7.9 8.1 8.3 8.3 (12 (24 51 (25 (24 00
CONStrUCtioN....c.cveveereeereeececeeeenene 68.5 67.4 64.5 60.3 54.8 48.2 39.7 16 45 7.0 10.0 137 21.4
Manufacturing.........coovereeeeeeuennn. 1354 134.0 132.9 129.2 123.9 116.7 1105 1.0 0.8 29 4.3 6.2 5.6
Trans.,, Comm., & Util. .............. 60.2 58.3 56.0 54.0 51.5 49.4 47.1 3.3 4.1 3.7 49 4.3 49
Trade....coovveeeeeceeeeee s 248.4 243.6 238.3 230.2 220.1 205.4 191.5 2.0 2.2 35 4.6 7.2 7.3
Finance, Ins., & Real Edtate........ 56.0 54.8 52.6 50.5 47.7 45.9 414 2.2 4.2 4.2 5.9 39 10.9
SEIVICES....cuiererereririeeeeeieeee e 291.0 281.1 269.7 2555 238.3 224.4 211.8 35 4.2 5.6 7.2 6.2 5.9
GovernmENt.........cocveeeerenenienne 181.1 176.1 171.8 166.5 163.6 161.4 159.4 2.8 25 3.2 18 14 13
Nonagricultural wages (millions)... $28,932 $27,062 $25,215 $23,089 $21,096 $19,262 $17,711 6.9 7.3 9.2 94 9.5 8.8
Average monthly wage................... $27,581 $26,434 $25,367 $24,198 $23,234 $22,405 $21,872 43 4.2 4.8 41 37 24

(f) forcast; (p) preliminary; (r) revised

Source: Utah Department of Employment Security.



Largest Nonagricultural Employers (1)

Employee

Employer Business Range
State Of UtaN......ooiviiiii e State Government 20,500
Brigham Young UNiVersity.........ooeiiiiiiiiiiiiiiieeeeeeeeeeeeiiiinnn Higher Education 16,000
University of Utah (Including Hospital)..........ccoocviieiiiiniiiinnnen. Higher Education 16,000
Hill Air FOrCE BaSE........uvvuiiiiieiiiiee e Military Installation 9,000
Granite SChOol DiStriCl.........uvvvieiiiiiieeeee e Public Education 8,000
Jordan SChOoOol DiStriCt......cccuuiviiiiiiiieie e Public Education 7,500
Davis County School DiStriCt............uuvveeiiiiiieiiiiiiiiiiiiiiiiieee, Public Education 6,500
Morton International.............cooeeiiiiiiiiiiiie e Motor Vehicle Parts 6,500
Utah State UNIVErSItY .....oooeeeiiiiiiiiiiiieeeeeeeeeeeii e Higher Education 6,500
Smith’s Foods and Drug Centers............uuuevveeeveeeeeeeeeeeeeeeeeeeeenss Food Distribution 6,000
U.S. POSt OffiCe...cciiiiiiiii Mail Distribution 6,000
MatrixX Marketing.........oooveviimiiiiiii e Telemarketing 5,500
Salt Lake COUNY.....oovviiiiiiiiieeeee e County Government 5,000
Wal—Mart SLOIES........ii it Variety Store 5,000
AlDEITSON S Food Distribution 4,500
Alpine SChool DiStriCt.........ccuuiiiieiiiiiiii e Public Education 4,500
Delta AirliNES INC.....coveeiiice e Air Transportation 4,500
ZCM I e Department Store 4,500
THC HOSPItalS. ceevieeeei e e Hedlth Care Provider 4,000
Salt Lake City SChool DiStriCl........ccevvvuiiiiiiiiiiiiaiieeeeeeeeeeeeeee, Public Education 4,000
U.S. Treasury Department (Internal Revenue Service)................... Federal Government 4,000
Icon Health & FItNESS.......cooieeiiiiiiiiie e, Sporting/Athletic Goods 3,500
LDS Hospital (and IHC facility)........cccoeevveciiiiiiiiiieeeeecece e, Hospital 3,500
Thiokol COrporation...............uueeueeeeiinniiiieeee e e Aerospace 3,500
United Parcel SErviCe.......oooviiiuiiiiiieieie e Postal Service 3,500
K—Mart Corporation..........ccuuuuiiaaieeii e ee et e e et eeeeeenns Variety Store 3,000
PaCiTICOIP. e Electricity 3,000
Salt Lake City..ouuii i City Government 3,000
U.S. West ComMmUNICALIONS.......ccceeiiiiirrieiiieeniiirreeeee e Communications 3,000
Weber County School DisStriCt...........ueeeeiiiiieiiiiiiiiiiiiiiiiieeeeen, Public Education 3,000
First Security Bank, National Association.............cccceeveeininnneen. Banking 2,500
GeNEVA SEEEL ... Steel Manufacturing 2,500
J.C. Penney COmMPANY .......c..oeveuuiiieieieiieeei et eeie e et e e eees Department Store 2,500
KENNECOtE COPPET.....uuuiieeeiieiiiiie e e e ee et eeeeaaaans Copper, Mining 2,500
N0 S Computer Software 2,500
Sears ROEDUCK & CO. ..ocvieeieiiieeee e Retail Merchandise 2,500
Super Target SLOTES ......covvuiiiieiiiiii e Retail Merchandise/Food 2,500
Unibase Data ENtry...........eoiiiieiiiiiiiiiieeeeeeei e Data Entry Service 2,500
Utah Valley Regional Medical Center (an IHC facility)................. Hospital 2,500
Zions First National BanK..............coovvvviiiiiiiiiiii e, State Banking 2,500
Alliant TeCh SYStEMS.......uoiiiiiiieiiiie e Aerogpace 2,000
CR ENGIANd & SONS.....uuuiiiiiiieiiiiiiiiii e Trucking 2,000
Fred MEYET ... o e Food/Department Stores 2,000
McKay Dee Hospital (an THC facility).......cccceeeiiiiiiieniiiiiiiienn. Hospital 2,000
Nebo SChOOl DiStriCt.......uveiiiiieiiie e Public Education 2,000
Pizza HUL. ... Restaurant 2,000
Primary Children Medical Center (an IHC facility)........c.ccevuenee. Hospital 2,000
Provo City School DistriCt..........coeeviiiiiiiiiieeeeeeeen e, Public Education 2,000
Salt Lake Community College..........uuuvviiiiiiiiiiiiiiiiiiiiiiiiieieeen, Higher Education 2,000
SHOPKO. e Drug and Variety Stores 2,000

(1) Approximate employment as of December 1997. Includes those firms with 2,000 and more employees. The
Church of Jesus Christ of Latter—day Saints (“LDS") remains one of the State’ s largest employers, however, the

Church does not disclose employment numbers.

(Source: Utah Department of Workforce Services, Workforce Information.)
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Personal I ncome

The State’'s 1998 total personal income of $44.3 billion is up 6.3% from the 1997 total. The
State’s 1998 total personal income increased considerably faster than the U.S. growth of 4.8%.
The State’s 1998 per capitaincome is an estimated $21,200, an increase of 4.7% over the 1997
estimate. The State’ s 1997 per capitaincome ranks 43 among the states. It is 80% of the U.S.
average.

Total Personal Income (in millions)

Utah United States

Year Amount % Change Amount % Change
1999 ()i $47,000 6.1% $7,372,744  3.9%
1998 (P).uvvveererieiieeiiiieieieeaanas 44300 6.3 7,096,000 4.8
1997 41689 7.4 6,770,709 5.6
1996 ... 38825 82 6,408,990 5.8
1995 35897 87 6,060,138 5.6
1994 33021 7.8 5,741,060 5.0
1993 .. 30,624 82 5,469,485 4.4
1992 . 28303 7.6 5,239,364 5.9
1991 . 26,302 7.0 4947591 35
1990 .. 24586 8.9 4,778,306 6.6

(f) forecast; (p) preliminary

(Sources: U.S. Department of Commerce, and GOPB. April 1999)

(The remainder of this page has been intentionally left blank.)
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Components of State Total Personal Income

(in_ millions)
1997 % change

1997 (p). %of Total _1996-97 1996 (r). 1995 (r).

Total Personal INCOME............coovvveeveeeeeennnns $41,689 100.0% 7.4% $38,825 $35,897
Total Earnings by Place of Work................... 32,613 78.2 8.2 30,134 27,896
L ess Personal Cont. for Social Insurance........ 2,160 5.2 8.6 1,989 1,848
Plus Residential Adjustment.............ccceeeee... 7 0.0 - 5 5)
Equals: Earnings by Residence...................... 30,460 731 8.2 28,151 26,043
Plus Dividends, Interest and Rent.................. 5,525 13.3 5.7 5,228 4,708
Plus Transfer Payments.................cccoeeeeenn. 5,705 13.7 4.7 5,446 5,146
Components of Earnings.............cccccvvveeeeee. 32,613 78.2 8.2 30,134 27,896
Wages and Salaries...........ccceeeeeieiiinenn. 26,650 63.9 89 24,461 22,417
Other Labor Income...........ccccccuvvvvviinnnnnns 2,717 6.5 29 2,641 2,655
Proprietors’ Income............ccooeeeeeeeeeeeeenn. 3,245 7.8 7.0 3,032 2,824
Farm Proprietors’ Income...................... 90 0.2 125 80 79
Nonfarm Proprietors’ Income.................. 3,155 7.6 6.9 2,952 2,746
Earnings by Industry.........coooeevveiiiieiiieennnne 32,613 78.2 8.2 30,134 27,897
Farm.. ..o 190 05 9.8 173 172
NONFAML et 32,423 77.8 8.2 29,961 27,725
Private Sector..........ccccccvviiiiiiiiiiiiiiiin, 27,069 64.9 85 24,942 22,945
Agriculture Services.......cccceeeeevvicvvnnnnn. 130 0.3 105 117 102
MiINING. ..., 453 11 8.2 419 418
CoNStruCtion.........coovevvvvieneeriiiiee e, 2,606 6.3 9.6 2,379 2,149
ManufaCturing...........cceeeevviiineeeeeeeennn. 4,837 11.6 6.9 4,526 4,214
Durable goods........cccooveviiieiiieieen. 3,410 8.2 53 3,238 3,027
Nondurable goods.............ccuvveeeeeenenn. 1,426 34 10.8 1,287 1,188
Transportation and Public Utilities.......... 2,424 5.8 75 2,254 2,125
Wholesale Trade.........ccccccveeviiiinennnnnn, 1,872 45 7.1 1,747 1,581
Retail Trade...........ccoceeenvvviiiiiiieeeeeee, 3,549 8.5 9.7 3,235 2,986
Finance, Insurance, Readl Estate............... 2,414 5.8 9.6 2,203 1,961
SEIVICES.....eeeeiiiiieeeeie e 8,786 211 9.0 8,062 7,409
GOVEINMENT.....iiiiieeeiiiieeiiiiiiee e 5,353 12.8 6.7 5,020 4,780
Federal, Civilian.............cccccvvvvvnnnnne. 1,320 3.2 52 1,254 1,269
MITItarY . oo 254 0.6 (0.5) 256 255

StAL..evvii e 1,612 39 7.7 1,496 1,376

[0 To7 | S 2,167 52 7.6 2,013 1,880

(p) preliminary; (r) revised.

(Source: U.S. Department of Commerce, Bureau of Economic Analysis, and Governor’s Office of Planning and
Budget. September 1998)

(The remainder of this page has been intentionally Ieft blank.)
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Per Capita Personal Income

Utah
Income Per Capita Annua % Change asa%
Year Utah U.S. Utah U.S. of U.S.
1997..ccvvininnn., $20,246 $25,298 5.2% 4.7% 80.0%
1996......ccvenn... 19,244 24,169 58 4.8 79.6
1995... ..o, 18,182 23,063 6.2 4.6 78.8
1994................. 17,122 22,056 4.8 39 77.6
1993, 16,336 21,220 51 33 77.0
1992................. 15,546 20,546 47 4.7 75.7
1991................. 14,847 19,624 45 24 75.7
1990................. 14,213 19,156 7.4 55 74.2
1985................. 11,017 14,410 58 6.3 76.5
1980......ccvenn... 8,021 10,062 7.9 10.4 79.7

(Sources: U.S. Department of Commerce, Bureau of Economic Analysis)
Gross State Product

Gross State Product (“GSP”) is the market value of final goods and services produced by the
labor and property located in a State. It isthe regional counterpart to the national Gross Domestic
Product (“GDP”). Conceptually, GSP is gross output less intermediate inputs. The Bureau of
Economic Analysis (“BEA”) has recently released its estimates of GSP for 1995 and 1996 and re-
vised estimates for 1977-1994. In these estimates, the State ranks first among states in the year
over growth rate of real GSP from 1995 to 1996, with an 8.3% growth rate.

Total Gross State Product
(in millions of current dollars)

Utah United States

Yexr Amount % Change Amount % Change
1996 .o $50,352 10.5% $7,631,022  5.6%
1905 45554 84 7,228,287 5.2
1994 42,007 10.2 6,868,041 6.6
1903 . 38129 83 6,440,030 5.0
1992 . 35193 57 6,133,012 51
1991 e 33283 7.2 5835219 31
1990 .. i 31,061 95 5,659,801 55
1985 e 24401 90 4,126,738 7.2
1980 .. 15457 11.7 2,721,520 9.0

(Source: U.S. Department of Commerce, Bureau of Economic Analysis.)
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Utah Gross State Product and Share of Industry (millions of current dollars)

I ndustry 1996 GSP (1) 1990 GSP(@Q) 1985 GSP (1)

Total ..o $50,352  100% $31,061  100% $24,401  100%
Private Industries................ 42,969 85 25,631 83 20,131 83
Agriculture, Forestry, Fish.. 583 1 502 2 348 1
MiNiNGg .....coovvvviiiieenns 1,620 3 1,539 5 1,262 5
Construction................... 2,858 6 1,244 4 1,308 5
Manufacturing................. 7,051 14 4,588 15 3,570 15
Durable Goods............ 4578 9 3,166 10 2,597 11
Nondurable Goods........ 2,473 5 1,422 5 974 4
TCU. oo, 4,400 9 3,066 10 2,743 11
Wholesale Trade.............. 3,094 6 1,842 6 1,540 6
Retail Trade.................... 5,167 10 2,928 9 2,469 10
FIRE......oev e 8,304 16 4,159 13 3,363 14
SEervViCesS.....oovvviiiiinnnn. 9,892 20 5,763 19 3,527 14
Government.......c..ovvvvinnennn. 7,383 15 5,430 17 4,270 17

TCU means transportation, communication and utilities. FIRE means finance, insurance and real estate.
(1) Percent share of Gross State Product (“ GSP”).

(Source: U.S. Department of Commerce, Bureau of Economic Analysis)
Gross Taxable Sales

In 1998, taxable sales rebounded as expected at a 7% increase. Taxable salesin 1997 rose less
than 4%, following four years of 10% to 12% yearly growth rates. Due to lower prices, nominal
taxable sales will slow to around 5% in 1999. Taxable sales can be dissected into three major com-
ponents: (1) Retail Trade at $15.6 billion, which represents about 54% of taxable sales, increased
by less than 5% in 1998, better than the 3.3% rate in 1997; (2) Taxable Business Investment and
Utility Sales at $7.8 billion, represents 27% of taxable sales, and grew just under 10% in 1998;
and (3) Taxable Services, which grew to $4.1 billion in 1998 and represent 14% of taxable sales,
rebounded over 9% in 1998.

(The remainder of this page has been intentionally Ieft blank.)
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Gross Taxable Sales

(millions of dollars)

Business
Cdendar  Retail % Investment % Taxable % All %

Y ear Sales Change Purchases Change Services Change Other Change
1999 (f)..... $16,348 50 % $7,992 36 % $4,388 78 % $1,489 35 %
1998 (e)..... 15,564 4.6 7,713 9.5 4,069 9.3 1,439 211
1997.......... 14,873 3.3 7,044 2.4 3,724 3.6 1,188 227
199%.......... 14,404 10.1 6,878 104 3,594 12.1 968 (11.4)
199%5.......... 13,080 8.1 6,231 111 3205 144 1,093 7.3
1994.......... 12,097  10.0 5609 132 2802 121 1,019 142
1993.......... 10,994 115 495  14.1 2499 124 892 05
1992.......... 9,860 10.6 4,342 (0.3) 2,223 9.0 888  29.6
1991.......... 8,918 6.1 4355 124 2040 115 685 3.2
1990.......... 8,407 4.5 3,874 54 1,829 (1.2 664 1075

(f) forecast; (e) estimate.

(Source: State Tax Commission.)
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Total
Gross

Taxable %
Sales Change

$ 30,217 50 %
28,785 7.3
26,828 3.8
25,844 9.5
23,609 9.7
21,527 11.3
19,341 11.7
17,313 8.2
15,998 8.3
14,774 6.3



Tax Collections

Tax collections experienced a net reduction of $181.1 million (on an annualized basis) due to
statutory changes that occurred over the past five years; and, the cumulative reduction in taxes
during this period was $949.9 million. Sales taxes and other unrestricted revenues have declined as
apercent of total revenues, while income taxes (and the uniform school fund) have increased. Fis-
cal year 1998 was the first year in which income taxes (the uniform school fund) became larger
than sales taxes (the general fund). In years past, the sales tax made up the largest portion of the
State’ s unrestricted revenues.

Revenue growth will slow in 1999. Reasons for the lower growth include; no tax rate in-
creases, lower growth in capital gains and corporate profits, lower commodity prices and/or pro-
duction, lower growth in fuel consumption, an increase in the sales tax manufacturing exemption,
lower interest rates (interest income), higher cigarette prices, curtailment of inheritance and insur-
ance rebate windfalls; and, increased sales over the Internet.

International Merchandise Exports

The State’ s exports will be down in 1998. From 1995 through 1997, the State’' s exports have
been around $3.6 billion. In 1998, however, the State’ s exports fell to around $3.3 billion. East
Asia srecession is the main reason for the State’ s lumping exports. If the Asian economies were
as strong today as they were in the early 1990s, the State’ s exports would likely be well over
$4.0 billion. From 1994 to 1998, the share of the State’s exports to Asia (mostly coal, copper,
equipment, and chemicals) has fallen from 50% to 29%. Largely because of the Asian situation,
the State’ s exports will not be aforce for growth during 1999.

Prices, Inflation And Cost Of Living

Inflation continued to decelerate in 1998, registering an expected 1.6% gain compared with a
2.3% growth rate in 1997, as measured by the CPI-U. The gross domestic product chain—type
price deflator increased 1.9% in 1997. The State’ s cost—of—iving index in selected cities remained
near the national average. The fourth—quarter 1998 composite index (national average equals 100)
for Salt Lake City (Salt Lake County) was 106.6; Provo—Orem (Utah County), 100.0; Cedar City
(Iron County), 93.3; the City of St. George (Washington County), 100.6%; and the City of Logan
(Cache County), 100.3.

INDUSTRY FOCUS
Agriculture

The Governor declared 1998 as the “year of the farmer” in the State. This designation wasin-
tended to remind everyone of this sector of the State’s economy and of the contributions farmers
make in providing food, clothing, and open space as well as environmental amenities for al citi-
zens. Unfortunately, 1998 will likely go down as one of the worst years faced by farmers nation-
aly. Not since the farm crisis of the mid 1980s will as many farmers be forced “off the farm.”

Construction And Housing

Both residential and nonresidential construction in the State were surprisingly strong in 1998.
L ower mortgage rates and a slow down in the rate of housing price increases has benefited the
residential sector. The State’s housing price index has increased by 3.9% in the past 12 months,
which ranks 30" among all states. Only ayear ago the State ranked second nationally in housing
price increases, with a7.1% rise in prices. The value of permit authorized construction in the State
is projected to reach $3.6 billion in 1998, only 2% below the all-time high of $3.7 billion in 1997.
The number of building permitsissued for new dwelling units will be 21,500 with a valuation of
$2.15 hillion, an all-time record for residentia building valuation. Nonresidential valuation is pro-
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jected to be $1.05 billion in 1998. Additions, alterations and repairs, a sector of growing impor-
tance, will account for over $400 million of construction in 1998. The 1999 outlook includes a
projected value for permit authorized construction of $3.1 billion. Residential construction is an-
ticipated to decline by 10% and nonresidential construction by 20 to 25% as lower levels of demo-
graphic and economic growth are reflected in reduced construction activity.

Permit—Authorized Construction
Construction Vaue (millions of dollars)

Totd Totd

Year Units Residential Nonresidential Renovations Vauation

1998 (€)............. 21,500 $2,150.0 $1,050.0 $425.0 $3,625.0
1997.....cciinnnls 20,687 1,943.5 1,370.9 407.1 3,721.6
1996................. 23,737 2,104.5 951.8 386.3 3,442.6
1995........ceils 21,558 1,854.6 832.7 409.0 3,096.3
1994................. 19,747 1,730.1 772.2 341.9 2,844.2
1993.......ceils 17,804 1,504.4 463.7 337.3 2,305.4
1992.........ce.ils 13,001 1,113.6 396.9 234.8 1,745.3
1991 (r) .ovvvnnnnnnn 9,441 791.0 342.6 186.9 1,320.5
1990.........cc..es 7,009 579.4 422.9 243.4 1,245.7
1989.......ccenils 5,632 447.8 389.6 171.1 1,008.5

(€) estimated; (r) revised.
(Source: Bureau of Economic and Business Research, University of Utah.)

Defense

The State’ s defense industry was revitalized in 1998, as base closures and realignments in
other states shifted jobs and military spending to the State. In October 1998, Hill Air Force Base
was awarded a contract valued $1.58 billion over nine years, and the base is expected to pick up
2,750 new jobs by 2001. The new award isin contrast to the downward trend the defense industry
has experienced since the end of the Cold War. The additional operations at the base should also
protect Hill from base—closures in the near future. Even with the new contract award in the State,
declinesin overall defense spending both nationally and locally, and the closing and redevel opment
of military facilities will continue to dominate defense issues in the coming years. Defense spend-
ing in the State in 1997 totaled below $1.3 billion, dropping 5% from the previous year.

(The remainder of this page has been intentionally left blank.)
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Federal Defense—Related Spending
(thousands of dollars)

Procurement State/
Fiscal Wages and Contract Military Local
Year Salaries(1)_ Awards Retirement Grants Tota
1997....... $642,492 $433,428 $180,862 $ 1,212 $1,257,994
1996....... 760,514 393,157 171,978 2,849 1,328,498
1995....... 794,333 495,771 161,964 2,845 1,454,913
1994....... 763,608 524,001 152,426 4,514 1,444,549
1993....... 847,053 532,269 146,743 5,932 1,531,997
1992....... 852,772 614,286 134,844 8,431 1,610,333
1991....... 922,035 804,404 125,526 598 1,852,563
1990....... 890,892 883,014 115,442 1,232 1,890,580
1989....... 870,295 979,116 108,005 10,186 1,967,602
1988....... 817,787 866,782 98,876 1,318 1,784,763

(1) Does not include fringe benefits.
(Source: U.S. Department of Commerce, Bureau of the Census.)

Energy And Minerals

Crude oil and natural gas production increased in 1998 after several years of decline. Through-
out the year oil prices were remarkably low. The total value of minerals (including coal) produced
in the State in 1998 is estimated to be less than last year. Coal production was the second—highest
on record while average yearly coal pricesincreased for the first time since 1992. Industrial miner-
als production reached new highsin several commaodities while prices increased modestly for some
commaodities and decreased for others.

The total value of minerals (including coal) produced in the State in 1998 is estimated to be
$1.87 billion, $382 million less than last year. Contributions from each segment of the minerals
industry are (1) base metals $688 million, (2) industrial minerals $534 million, (3) coa $497 mil-
lion, and (4) precious metals $154 million. Base—-and precious—-metal production was lower in
1998, while prices were markedly lower for most metals with the exception of silver which in-
creased dlightly in price. Industrial minerals production reached new highsin several commodities
while prices increased modestly for some commodities and decreased for others.

(The remainder of this page has been intentionally left blank.)
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Utah Energy Production, Prices, and Value

(1998-1989)
Crude Oil Natural Gas Cod
Field Gross Marketed Field State Marketed
Production  Field Production  Production Price Production  Production Field
(Thousand  Price Value of (Millionsof (Millionsof (Millionsof  Vaue (Thousand  (Thousand Price Vaue
Y ear Barrels) (Barrels) (Million $) Cubic Feet) Cubic Feet) Cubic Feet) (Million $) Short Ton) Short Ton) (Tons) (Million $)
1998 (e)...... 19,976 $13.02 $260.09 302,412 282,853 $1.93 $545.91 26,876 27,337 $ 1851  $506.01
1997............ 19,584 19.15 375.03 274,920 257,139 1.86 478.28 26,428 25,407 18.34 465.96
199............ 19,504 21.10 411.53 281,208 250,767 1.39 348.57 27,071 27,816 18.50 514.60
1995............ 19,982 17.71 353.88 303,233 241,290 115 277.48 25,051 25,443 19.11 486.22
1994............ 20,662 16.38 338.44 347,019 270,858 1.54 417.12 24,135 23,441 20.07 470.46
1993............ 21,826 17.48 381.52 336,183 225,401 1.77 398.96 21,723 21,935 21.17 464.36
1992............ 24,075 19.39 466.81 314,275 171,293 1.63 279.21 21,015 21,339 21.83 465.83
1991............ 25,930 19.99 518.34 323,660 144,817 1.54 223.02 21,945 21,673 21.56 467.27
1990............ 27,693 22.61 626.14 319,632 145,875 1.70 247.99 22,012 21,680 21.78 472.19
19089............ 28,512 18.63 531.18 278,081 120,089 161 193.34 20,517 21,289 22.01 468.57

(e) estimate

(Source: Utah Office of Energy and Resource Planning.)
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High Technology

Technology is characterized by change, and the past year brought sweeping changesin the
State’ s high tech industry with the loss of a premier software company, mergers and consolida-
tions, and a highly touted plant opening that never occurred. Despite this turmoil, the State’ s high
tech sector should finish 1998 in a stable position with nearly 500 companies employing about
40,000 people. In an erawhen high tech companies post meteoric gains and fall just as quickly, the
State high tech companies have shown remarkable resilience. During the past year, most of the
State’ s major high tech players faced serious setbacks that would have undermined less tenacious
firms. However, most of the major segments in the State’ s high tech sector are estimated to post
employment gainsin 1998.

Tourism, Travel And Recreation

Worldwide, the tourism, travel and recreation sector contributes significantly to the economic
and social well-being of the world, national and state economies. The WEFA Group (international
economic consultants) estimates that travel and tourism accounts for more than one in every 10
jobs worldwide. Nationally, according to the World Travel and Tourism Council, the U.S. travel
and tourism industry directly or indirectly generated 9.7 % of the U.S. gross domestic product,
10.4% of employment, 9.1% of tax collections and 9.5% of capital investment. The State travel
and tourism industry continues to be one of the largest and most important economic activitiesin
the State. Overall, travel and tourism can be considered one of the top five economic activitiesin
the State, ranking it along with other industries of trade, services, manufacturing, and government.

Major tourism indicators recorded modest growth in traveler spending in 1998. Factors in-
cluded adecline in regional visitation to national parks and unfavorable foreign exchange rates.
Skiers, however, came in near—record numbers, and new ski resort capital investments bode well
for the future. Increasing hotel supply has caught up with record-high occupancy rates of the
mid—1990s, whereas hotel demand and room rates increased at a modest pace. This hasresulted in
lower occupancy rates which are forecasted to decline through 1999. Some of the hotel supply has
been accelerated by the 2002 Olympic Winter Games, expected to generate $2.8 billion in eco-
nomic output and $80 to $140 million in state and local tax revenue.

(The remainder of this page has been intentionally left blank.)
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Profile of the State Tourism Industry

Estimated
Category 1998 1997 1996 1995

Total spending by out—of—
state travelers (in $ billions) ............... $M.1 $4.0 $3.8 $3.6
Total number of out—of—state visitors

(N mMillions).....cocovvviiiiiiennnn. 17.7 174 17.0 16.1

Number of U.S. visitors.............. 17.0 16.7 16.1 15.3

Number of foreign visitors........... 0.7 0.7 0.8 0.8
Total tourism—related employment....... 115,500 112,000 107,000 100,000

Percent of State jobsin tourism...... 11.1% 11.2% 11.2% 11.0%
Total state and local taxes generated
by tourism spending (in millions)........ $299 $292 $276 $262

State portion...........ccvvvvveeennn. $218 $214 $203 $193

Local portion.........ccceeeeevvvvnnnn. $81 $78 $73 $69
National Park Recreation visits

(N mMillions).....cocoviiiiiiiienn. 5.3 55 5.7 54
Tota skier vigits (inmillions) ............ 31 3.0 2.9 31
Taxable room rents (in millions)......... $586 $558 $513 $460
Hotel/Motel occupancy rates.............. 63.0% 68.0% 73.1% 73.5%

(Sources: Utah Division of Travel Development, State Tax Commission, National Park Service, Utah Division of
Parks and Recreation, Salt Lake Airport Authority and the Utah Ski Association.)
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APPENDIX D

PROPOSED FORM OF OPINION OF BOND COUNSEL

Upon delivery of the 1999A Bonds, Chapman and Cutler, Bond Counsel, propose to issue its
final approving opinions in substantially the following forms.

(The remainder of this page has been intentionally left blank.)



August , 1999

We hereby certify that we have examined certified copy of the proceedings of record of
the Utah State Building Ownership Authority (the “ Issuer” ), a body politic and corporate of the
State of Utah, passed preliminary to the issuance by the Issuer of its Lease Revenue Bonds (State
Facilities Master Lease Program), Series 1999A, in the aggregate principal amount of $9,455,000
(the “Bonds’). The Bonds are issuable only as fully registered bonds without coupons in the
denomination of $5,000 or any whole multiple thereof. The Bonds are dated August 1, 1999,
bear interest payable on November 15 and May 15 in each year, commencing May 15, 2000,
until paid, and mature on May 15 of each of the years and in the amounts and bear interest as
follows:

Y EAR OF MATURITY PRINCIPAL AMOUNT RATE OF INTEREST
2001 $ 55,000 5.25%
2002 265,000 5.25
2003 300,000 5.25
2004 310,000 5.25
2005 330,000 5.25
2006 345,000 5.25
2007 365,000 5.25
2008 380,000 5.25
2009 405,000 5.25
2010 425,000 5.25
2011 450,000 5.25
2012 470,000 5.25
2013 495,000 5.25
2014 525,000 5.30
2021 4,335,000 5.50

The Bonds are subject to redemption prior to maturity at the times, in the manner and
upon the terms set forth in the Bonds and the Indenture hereinafter described.

The Bonds are being issued pursuant to the Indenture under the authority of the State
Building Ownership Act, Chapter 9a of Title 63, Utah Code Annotated 1953, as amended (the
“Act”) for the purpose of (a) financing certain projects pursuant to the Act consisting of the
acquisition and construction of (i) an administration office building for the Department of
Corrections and the Board of Pardons and Parole Administration of the State of Utah and related
facilities, property and improvements; (ii) a Correctional Industries Facility at the Central Utah
Correctional Facility located in Gunnison, Utah for the Department of Corrections of the State of
Utah and related facilities, property and improvements and (iii) the acquisition of two State-
operated alcoholic beverage outlets and related facilities, property and improvements for the
Department of Alcoholic Beverage Control of the State of Utah; (b) providing certain capitalized
interest on the Bonds as provided in the Indenture; and (c) paying the costs and expenses
incidental thereto and to the issuance of the Bonds.



From such examination of the proceedings of the Issuer referred to above and from an
examination of the Act, we are of the opinion that such proceedings show lawful authority for
the issuance of the Bonds under the laws of the State of Utah now in force.

In connection with the issuance of the Bonds, we have also examined an originally
executed counterpart of each of the following: (a) that certain Indenture of Trust, Assignment of
State Facilities Master Lease Agreement and Security Agreement, dated as of September 1, 1994
(the “ Original Indenture”), between the Issuer and First Security Bank, National Association
(formerly known as First Security Bank of Utah, N.A.), as trustee (the “ Trustee” ), as heretofore
supplemented and amended and as supplemented and amended by that certain Eighth
Supplemental Indenture of Trust, dated as of August 1, 1999 (the * Eighth Supplemental
Indenture”) to the Original Indenture (the Original Indenture and the Eighth Supplemental
Indenture are herein collectively referred to as the “ Indenture”), between the Issuer and the
Trustee; (b) that certain annually renewable State Facilities Master Lease Agreement, dated as of
September 1, 1994 (the “ Original Lease’), between the Issuer and the State of Utah, acting
through its Department of Administrative Services, Division of Facilities Construction and
Management, as lessee (the “ Sate”), as heretofore supplemented and amended and as
supplemented and amended by that certain Eighth Amendment, dated as of August 1, 1999 (the
“ Eighth Amendment” ) to the Original Lease (the Original Lease and the Eighth Amendment are
herein collectively referred to as the “ Lease” ), between the Issuer and the State; (c) that certain
Gunnison Correctional Industries Facility Site Lease (For UDOC 1999A Gunnison Correctional
Industries Facility), dated as of August 1, 1999 (the “UDOC 1999A Gunnison Correctional
Industries Facility Ste Lease’), between the State and the Issuer; and (d) that certain
Administration Office Building Site Lease (for UDOC/BPPA 1999A Administration Office
Building) dated as of August 1, 1999 (the “ UDOC/BPPA 1999A Administration Office Building
Ste Lease”), between the State and the I ssuer.

The Bonds are issued under and are equally and ratably secured by the Indenture,
pursuant to which the Issuer has mortgaged, pledged and assigned to the Trustee for the benefit
of the owners of the Bonds and the Prior Parity Bonds (as such term is defined in the Eighth
Supplemental Indenture) and the owners of any bonds hereafter issued on a parity therewith
under the Indenture all of the Issuer’s right, title and interest in and to the 1999A Facilities (as
such term is defined in the Indenture), the Lease (including the right under the Lease to receive
Base Rentals, as such term is defined in the Lease), the UDOC 1999A Gunnison Correctional
Industries Facility Site Lease, and the UDOC/BPPA 1999A Administration Office Building Site
Lease as security for the payment of the principal of, and premium, if any, and interest on, the
Bonds, the Prior Parity Bonds and such parity bonds. The Bonds are limited obligations of the
Issuer and are payable solely from the Base Rentals received under the Lease and, if paid, the
Option Price (as such term is defined in the Lease) and, to the extent not so paid, from the Trust
Estate (as such term is defined in the Indenture) and from such amounts as may be realized by
the Trustee upon the exercise of any of its rights and remedies pursuant to the Indenture and the
Mortgages (as such term is defined in the Indenture). Neither the Bonds nor the L ease constitute
the debt or indebtedness of the Issuer, the State or any political subdivision of the State within
the meaning of any constitutional provision or limitation nor constitute or give rise to or are a
general obligation or liability of, nor a charge against the general credit or taxing powers of, the
State or any political subdivision of the State. The Issuer has no taxing power. In the event of
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default of any payment of principal of, or premium (if any) or interest on, the Bonds or any
violation of any provision of the Lease or the Indenture resulting in the foreclosure of the liens,
security interests and rights granted by the Indenture and the Mortgages, the Trustee shall be
entitled, among other things, to pursue certain remedies against the 1999A Facilities as provided
in the Indenture and the Mortgages but no deficiency judgment upon foreclosure may be entered
in any event against the Issuer, the State or any political subdivision of the State, except as
otherwise expressly provided in the Lease with respect to the State’ s actual use and occupancy of
the Leased Property (as such term is defined in the Indenture), and no breach of any covenant or
agreement in the Lease, the Indenture or the Mortgages shall impose any general obligation or
liability upon, nor a charge against, the State or the general credit or taxing power of the State or
any of its political subdivisions.

Under the Lease, the 1999A Facilities have been or will be leased by the Issuer to the
State, and the State has agreed to pay, directly to the Trustee, the Base Rentals, but only if and to
the extent that the Utah Legidlature shall specifically appropriate funds annually sufficient to pay
the Base Rentals coming due during the succeeding fiscal year of the State plus such additional
amounts (the “ Additional Rentals’) necessary to operate and maintain the 1999A Facilities
during such period. The Base Rentals and the Additional Rentals are hereinafter referred to
collectively as the “Rentals’. Under the Lease, the Issuer has been granted an option to
purchase the Leased Property (excluding State-Owned Sites, as such term is defined in the
Lease) and to terminate its obligations under the Lease upon payment of the then applicable
Option Price. The Lease specifically provides, however, that nothing therein shall be construed
to require the State to appropriate any money to pay any Rentals or the Option Price thereunder.
In addition, the obligation of the State to pay Base Rentals under the Lease will terminate,
without payment of the Option Price or any other amounts, if an Event of Nonappropriation or an
Event of Default (as each such term is defined in the Lease) shall occur.

Based upon an examination of the aforementioned documents and of such other
documents and matters of law as we have deemed relevant and necessary as a basis for the
opinions set forth herein, it is further our opinion that:

1. The Issuer is a duly organized and validly existing body politic and
corporate of the State of Utah and has the authority under the Act to issue the Bonds and
to authorize, execute, deliver and perform its obligations under the Lease, the 1999A
Facilities Site L eases and the Indenture.

2. The Eighth Amendment has been duly authorized, executed and delivered
and the Lease constitutes the legal, valid and binding obligation of the Issuer and the
State enforceable in accordance with its terms, except to the extent that the enforcement
thereof may be limited by bankruptcy, insolvency, moratorium or other laws affecting the
enforcement of creditors rights generally or usual equity principlesin the event equitable
remedies should be sought.

3. The Eighth Supplemental Indenture has been duly authorized, executed

and delivered by the Issuer and, assuming the due authorization, execution and delivery
thereof by the Trustee, the Indenture constitutes the legal, valid and binding obligation of
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the Issuer enforceable against the Issuer in accordance with its terms, except to the extent
that the enforcement thereof may be limited by bankruptcy, insolvency, moratorium or
other laws affecting the enforcement of creditors rights generally or usua equity
principlesin the event equitable remedies should be sought.

4. The UDOC 1999A Gunnison Correctional Industries Facility Site Lease
and the UDOC/BPPA Administration Office Building Site Lease have been duly
authorized, executed and delivered and constitute the legal, valid and binding obligations
of the Issuer and the State enforceable in accordance with their terms, except to the extent
that the enforcement thereof may be limited by bankruptcy, insolvency, moratorium or
other laws affecting the enforcement of creditors rights generally or usua equity
principlesin the event equitable remedies should be sought.

5. The Bonds are valid and binding limited obligations of the Issuer
enforceable in accordance with their terms (except to the extent that the enforcement
thereof may be limited by bankruptcy, insolvency, moratorium or other laws affecting the
enforcement of creditors rights generally or usual equity principlesin the event equitable
remedies should be sought) and the terms of the Indenture and are entitled to the benefits
of the Indenture and the Act; and (except to the extent paid out of moneys attributable to
Bond proceeds or income from the temporary investment thereof, the Option Price, if
paid, and any payments derived from the exercise by the Trustee of its rights and
remedies against the Trust Estate as provided in the Indenture and the Mortgages) the
Bonds are and will continue to be payable solely from Base Rentals paid by the State
under the Lease, which Base Rentals have been duly assigned to the Trustee pursuant to
the Indenture and pledged to the payment of principal of, and premium, if any, and
interest on, the Bonds. Such amounts, which by the terms of the Lease are to be paid by
the State to the Trustee, are sufficient for the payment of the principal of, and premium, if
any, and interest on, the Bonds as the same become due so long as the State exercises its
option annually under the L ease to extend the term of the Lease as provided therein.

6. The obligations of the State under the Lease are subject to the exercise in
the future by the State of Utah and its governmental bodies of the police power inherent
in the sovereignty of the State of Utah and to the exercise by the United States of
America of the powers delegated to it by the federal Constitution.

We further certify that we have examined the form of registered Bond of the issue and

find the same in due form of law.

It is our opinion that, subject to the Issuer's and the State’s compliance with certain

covenants, under present law, interest on the Bonds is not includible in gross income of the
owners thereof for federal income tax purposes and is not included as an item of tax preference
in computing the aternative minimum tax for individuals and corporations under the Internal
Revenue Code of 1986, as amended (the “ Code” ). Interest on the Bonds is exempt from present
federal income taxation, except to the extent that such interest is taken into account in computing
an adjustment used in determining the federal alternative minimum tax for certain corporations
and in computing the “branch profits tax” imposed on foreign corporations. Failure to comply
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with certain of such Issuer and State covenants could cause interest on the Bonds to be included
in gross income for federal income tax purposes retroactively to the date of issuance of the
Bonds. Ownership of the Bonds may result in other federal tax consequences to certain
taxpayers, and we express no opinion regarding any such collateral consequences arising with
respect to the Bonds.

In rendering this opinion, we have relied upon certifications of the Issuer and the State
with respect to certain material facts solely within the Issuer’s and the State’ s knowledge relating
to the application of the proceeds of the Bonds.

It is further our opinion that under the laws of the State of Utah, as presently enacted and
construed, interest on the Bonds is exempt from taxes imposed by the Utah Individual Income
Tax Act. No opinion is expressed with respect to any other taxes imposed by the State of Utah
or any political subdivision thereof. Ownership of the Bonds may result in other Utah tax
consequences to certain taxpayers, and we express no opinion regarding any such collateral
consequences arising with respect to the Bonds.

We express no opinion as to the title to, the description of, or the perfection, priority or
existence of any liens, charges, security interests or encumbrances on, any of the 1999A
Facilities.

Respectfully submitted,

DRLarsen/jd
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State of Utah
Continuing Disclosure Agreement

This Continuing Disclosure Agreement (the "Agreement") is executed and delivered by the State
of Utah (the "State™) in connection with the issuance by the State’s Building Ownership Authority (the
"Authority") of $9,455,000 Lease Revenue Bonds (State Facilities Master Lease Program), Series 1999A
(the "Bonds™). The Bonds are being issued pursuant to an Indenture of Trust, Assignment of State
Facilities Master Lease Agreement and Security Agreement dated as of September 1, 1994, as
supplemented (the "Indenture").

1. Purpose Of This Agreement. This Agreement is executed and delivered by the State as of the
date set forth below, for the benefit of the beneficial owners of the Bonds and in order to assist the
Participating Underwriters in complying with the requirements of the Rule (as defined below). The
State represents that it will be the only obligated person with respect to the Bonds at the time the Bonds
are delivered to the Participating Underwriters and that no other person is expected to become so
committed at any time after issuance of the Bonds.

2. Definitions. The terms set forth below, with their related undertakings, if any, shall have the
following meanings and applications in this Agreement, unless the context clearly otherwise requires.

Annual Financial Information means the financial information and operating data described in
Exhibit 1.

Audited Financial Statements means the State's Comprehensive Annual Financial Report
prepared pursuant to the standards and as described in Exhibit 1.

Commission means the Securities and Exchange Commission.

Dissemination Agent means any agent designated as such in writing by the State and which
has filed with the State a written acceptance of such designation, and such agent's
successors and assigns.

Exchange Act means the Securities Exchange Act of 1934, as amended.

Lease means the State Facilities Master Lease Agreement dated as of September 1, 1994, as
amended, between the Authority and the State.

Material Event means the occurrence of any of the following events in connection with the
Bonds, but only to the extent such event is material under the standards set forth in the
Exchange Act and in court decisions defining materiality under the Exchange Act:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. unscheduled draws on debt service reserves reflecting financial
difficulties;

4. unscheduled draws on credit enhancements reflecting financial

difficulties;



5. substitution of credit or liquidity providers, or their failure to

perform;

6. adverse tax opinions or events affecting the tax-exempt status of
the Bonds;

7. modifications to rights of Bondholders;

8. optional, contingent, or unscheduled bond calls (other than

mandatory scheduled redemptions, not otherwise contingent upon
the occurrence of an event);

9. defeasances;

10. release, substitution, or sale of property securing repayment of the
Bonds;

and

11. rating changes.

MSRB means the Municipal Securities Rulemaking Board, the address of which is currently
1150 18th Street, N.W., Suite 400, Washington, D.C. 20036-2491; Telephone (202) 223-
9347; Fax (202) 872-0347Municipal Securities Rulemaking Board.

NRMSIRs means, as of any date, all Nationally Recognized Municipal Securities Information
Repositories then recognized by the Commission for purposes of the Rule. As of the date
of this Agreement, the NRMSIRs are:

Bloomberg Municipal Repositories DPC Data, Inc.

PO Box 840 One Executive Drive
Princeton, NJ 08542-0840 Fort Lee, NJ 07024
Phone:609.279.3200 Phone: 201.346.0701

Fax: 609.279.5962 Fax: 201.947.0107
E-Mail: Munis@Bloomberg.com E-Mail: nrmsir@dpcdata.com

S&P, JJ Kenny NRMISIR Repository Service Thomson NRMSIR

55 Water St 45th fl Attn: Municipal Disclosure
New York, NY 10041-0003 395 Hudson St 3rd Fl

Phone: 212.438.4595 New York, NY 10014

Fax: 212.438.3975 Phone: 212.807.5001;800.689.8466

Fax: 212.989.2078
E-Mail Disclosure@ Muller.com

The State shall determine, in the manner it deems appropriate, the names and
addresses of the then-existing NRMSIRs and State Information Depository
each time it is required to file information with such entities, and shall verify
the names and addresses of all current NRMSIRs each time information is
delivered to the NRMSIRs pursuant to this Agreement.

Participating Underwriter means each broker, dealer or municipal securities dealer acting as
an underwriter in the primary offering of the Bonds.



Rule means Rule 15¢2-12 adopted by the Commission under the Exchange Act, as the same
may be amended from time to time.

State Repository means any public or private repository or entity designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. There is no such repository as of the date of this Agreement there
Is no State Information Depository.

Undertaking means the obligations of the State pursuant to Sections 4 and 5.

3. CUSIP Numbers. The CUSIP Numbers of the Bonds are as set forth below:

Series 1999A Bonds
Maturity CUSIP Maturity CUSIP
(May 15) Number (May 15) Number
2001 917547LU3 2009 917547TMC2
2002 917547LV1 2010 917547MDO0
2003 917547LW9 2011 917547MES8
2004 917547LX7 2012 917547MF5
2005 917547LY5 2013 917547MG3
2006 917547L72 2014 917547MH1
2007 917547TMAG6
2008 917547MB4 2021 917547MQ1

4. Annual Financial Information Disclosure. Subject to Section 9 of this Agreement, the State
hereby covenants that it will disseminate its Annual Financial Information and its Audited Financial
Statements (in the form and by the dates set forth in Exhibit 1) to each NRMSIR and to the State
Information Depository, if any. The State is required to deliver such information in such manner and by
such time so that such entities receive the information by the dates specified.

If any part of the Annual Financial Information can no longer be generated because the operations to
which it is related have been materially changed or discontinued, the State will disseminate a statement to
such effect as part of its Annual Financial Information for the year in which such event first occurs.

If any amendment is made to this Agreement, the Annual Financial Information for the year in which
such amendment is made (or in any notice or supplement provided to each NRMSIR and the State
Information Depository, if any) shall contain a narrative description of the reasons for such amendment
and its impact on the type of information being provided.

5. Material Events Disclosure. Subject to Section 9 of this Agreement, the State hereby covenants
that it will disseminate in a timely manner disclosure of Material Events to each NRMSIR or to the
MSRB and to the State Information Depository, if any. Notwithstanding the foregoing, notice of
optional or unschedulcd redemption of any Bonds or defeasance of any Bonds need not be given under
this Agreement any earlier than the date of the notice, if any, of such redemption or defeasance given to
the holders of the Bonds.



6. Consequences Of the State’s Failure To Provide Information as Required. The State shall
give notice in a timely manner to each NRMSIR or to the MSRB and to the State Information
Depository, if any, of any failure to provide Annual Financial Information Disclosure when the same is
due hereunder.

In the event of a failure of the State to comply with any provision of this Agreement, the beneficial
owner of any Bond may seek mandamus or specific performance by court order, to cause the State to
comply with its obligations under this Agreement. A default under this Agreement shall not be deemed a
default or an Event of Default under the Indenture, and the sole remedy under this Agreement in the
event of any failure of the State to comply with this Agreement shall be an action to compel
performance.

7. Amendments; Waiver. Notwithstanding any other provision of this Agreement, the State may
amend this Agreement, and any provision of this Agreement may be waived, if:

(@) The amendment or waiver is made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change in
the identity, nature, or status of the State, or type of business conducted,;

(b) This Agreement, as amended, or the provision, as waived, would have
complied with the requirements of the Rule at the time of the primary offering, after
taking into account any amendments or interpretations of the Rule, as well as any change
in circumstances; and

(c) The amendment or waiver does not materially impair the interests of the
beneficial owners of the Bonds, as determined either by parties unaffiliated with the State
or the Authority (such as the Trustee).

8. Termination Of Undertaking. The Undertaking of the State shall be terminated hereunder if
the State shall no longer have any legal liability for any obligation on or relating to repayment of the
Bonds under the Indenture. The State shall give notice in a timely manner if this Section is applicable to
each NRMSIR or to the MSRB and to the State Information Depository, if any.

9. Dissemination Agent. The State may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligations under this Agreement, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent.

10. Additional Information. Nothing in this Agreement shall be deemed to prevent the State from
disseminating any other information, using the means of dissemination set forth in this Agreement or any
other means of communication, or including any other information in any Annual Financial Information
Disclosure or notice of occurrence of a Material Event, in addition to that which is required by this
Agreement. If the State chooses to include any information from any document or notice of occurrence
of a Material Event in addition to that which is specifically required by this Agreement, the State shall
have no requirement to update such information or include it in any future disclosure or notice of
occurrence of a Material Event.



11. Beneficiaries. This Agreement has been executed in order to assist the Participating
Underwriters in complying with the Rule; however, this Agreement shall inure solely to the benefit of
the State, the Dissemination Agent, if any, and the beneficial owners of the Bonds, and shall create no
rights in any other person or entity.

12. Recordkeeping. The State shall maintain records of all Annual Financial Information
Disclosure and Material Events Disclosure, including the content of such disclosure, the names of the
entities with whom such disclosure was filed and the date of filing such disclosure.

13. Assignment. The State shall not transfer its obligations under the Lease unless the transferee
agrees to assume all obligations of the State under this Agreement or to execute an Undertaking under the
Rule.

14. Governing Law. This Agreement shall be governed by the laws of the State of Utah.

15. Source of Information The persons from whom the information, data, and notices described in
Sections 3 and 4 can be obtained is (a) the Treasurer of the State of Utah, 215 State Capitol Building, Salt Lake
City, Utah 84114, telephone: (801) 538-1042, and (b) a Trust Officer of the Bond Registrar, at First Security

Bank, Corporate Trust Department, 79 South Main Street, Salt Lake City, Utah 84111, telephone: (801) 246-
5822.

State of Utah

/sl Edward T. Alter
By: Edward T. Alter, State Treasurer

Dated: August 5, 1999



Exhibit |

Annual Financial Information And Timing And
Audited Financial Statements

‘Annual Financial Information” means financial information and operating data of the type contained
in the Official Statement under the following captions:

"STATE BUILDING OWNERSHIP AUTHORITY"
"DEBT STRUCTURE OF THE STATE OF UTAH" and
"FINANCIAL INFORMATION REGARDING THE STATE OF UTAH."

All or a portion of the Annual Financial Information and the Audited Financial Statements as set
forth below may be included by reference to other documents which have been submitted to each
NRMSIR and to the State Information Depository, if any, or filed with the Commission. If the
information included by reference is contained in a Final Official Statement, the Final Official Statement
must be available from the MSRB; the Final Official Statement need not be available from each
NRMSIR, the State Information Depository or the Commission. The State shall clearly identify each
such item of information included by reference.

Annual Financial Information exclusive of Audited Financial Statements will be provided to each
NRMSIR and to the State Information Depository, if any, not later than 199 days after the last day of
the State's fiscal year. Audited Financial Statements as described below should be filed at the same time
as the Annual Financial Information. If Audited Financial Statements are not available when the Annual
Financial Information is filed, unaudited financial statements shall be included.

Audited Financial Statements will be prepared in conformity with generally accepted accounting
principles as prescribed by the Government Accounting Standard Board. Audited Financial Statements
will be provided to each NRMSIR and to the State Information Depository, if any within 30 days after
availability to State.

If any change is made to the Annual Financial Information as permitted by Section 4 of the
Agreement, the State will disseminate a notice of such change as required by Section 4.



(This Page Has Been Intentionally Left Blank.)

E-8



APPENDIX F

FORM OF MUNICIPAL BOND INSURANCE POLICY
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MUNICIPAL
ASSURANCE... IN

ISSUER: Pol o.:

BONDS: $  inaggregate principal amount of Effestiye Date:

a we o9hsideration received,
hereby UNCONDITIONALLY AND IRREVOCABLY agteesto ba S He “Trustee”) or paying
agent (the "Paying Agent") (as set forth in the docume atiny i &igsuance of and securing

a 6 of Financial Security, directly to

ecomes Due for Payment or the
rity shall have received Notice of

y Final c:al Security, in a form reasonably
eive payment cf the principal or interest then

g any i that all of the
f such pnnw interest (hal is Due for Payment shall
lonpayment will be deemed received on a given

w York time) on such Business Day; otherwise, it will
ahy Notice of Nonpayment received by Financial

hg Owner's right to receive payments under the Bond, to the extent of
hereunder. Payment by Financial Security to the Trustee or Paying
o the extent thereof, discharge the obligation of Financial

odified by an endorsement hereto, the following terms shall
poses of this Polu:y ‘Buslness Day means any day other than

ed/or required by law or executive order to remain closed. "Due for
B referring to the principal of a Bond, payable on the slated maturity date thereof

“Nonpayment" means, in respect of a Bond, the failure of the
yficient funds to the Trus(ee or, if there is no Trustes, to the Paying Agent for
. "Nonpayment* shall




United States Bankruptcy Code by a trustee in in
order of a court having competent jurisdiction. “Notice® means
subsequently confimned in a signed writing, or written notice by

shall not include the Issuer or any person or entity whos§
underlying security for the Bonds.

ymedts requlred to be made by
a Secuniy or by the Insurer's Fiscal
he agent of Financial Security only
and the Insurer's Fiscal Agent shall in no eventhe it
Agent or any failure of Financial Securi B
payments due under this Policy.

To the fullest extent permitted by a)
hereby waives, only for the benefit of each
a) an i

i rights and defenses may be available to
Financial Security to avmd payfertt of its obligatjss under thls Policy in accordance with the express
provisions of this Policy.

in whatsoever, including payment, or provision being
and {b} this Policy may not be canceled or revoked.

FINANCIAL SECURITY ASSURANCE INC.

By.

Authorized Officer

gourity Assurance Holdings Ltd. (212) 826-0100
fi, N.Y. 10022-6022
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APPENDIX G

BOOK-ENTRY SYSTEM

DTC isalimited—purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New Y ork Banking Law, a member of the Fed-
eral Reserve System, a*“clearing corporation” within the meaning of the New York Uniform
Commercia Code, and a*“ clearing agency” registered pursuant to the provisions of Section 17A of
the Securities Exchange Act of 1934. DTC holds securities that its participants (“ Participants’) de-
posit with DTC. DTC also facilitates the settlement among Participants of securities transactions,
such as transfers and pledges, in deposited securities through el ectronic computerized book—entry
changesin Participants' accounts, thereby eliminating the need for physical movement of securities
certificates. Direct Participants (“Direct Participants’) include securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is owned by a num-
ber of its Direct Participants and by the New Y ork Stock Exchange, Inc., the American Stock Ex-
change, Inc., and the National Association of Securities Dealers, Inc. Accessto the DTC systemis
also available to others such as securities brokers and dealers, banks and trust companies that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants’). The Rules applicable to DTC and its Participants are on file with the Secu-
rities and Exchange Commission.

Purchases of 1999A Bonds under the DTC system must be made by or through Direct Partici-
pants, which will receive a credit for the 1999A Bonds on DTC’ s records. The ownership interest
of each actual purchaser of each 1999A Bond (“Owner”) isin turn to be recorded on the Direct and
Indirect Participants' records. Owners will not receive written confirmation from DTC of their pur-
chase, but Owners are expected to receive written confirmations providing details of the transac-
tion, aswell as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Owner entered into the transaction. Transfers of ownership interests in the
1999A Bonds are to be accomplished by entries made on the books of Participants acting on be-
half of Owners. Owners will not receive certificates representing their ownership interests in
1999A Bonds, except in the event that use of the book—entry system for the 1999A Bondsis dis-
continued.

To facilitate subsequent transfers, all 1999A Bonds deposited by Participants with DTC are
registered in the name of DTC’ s partnership nominee, Cede & Co. or such other name as requested
by an authorized representative of DTC. The deposit of 1999A Bondswith DTC and their registra-
tion in the name of Cede & Co. or such other DTC nominee do not effect any change in owner-
ship. DTC has no knowledge of the actual Owners of the 1999A Bonds; DTC' s records reflect
only the identity of the Direct Participants to whose accounts such 1999A Bonds are credited,
which may or may not be the Owners. The Participants will remain responsible for keeping ac-
count of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements
as may be in effect from time to time.

Owners of the 1999A Bonds may wish to take certain steps to augment the transmission to
them of notices of significant events with respect to the 1999A Bonds, such as redemptions, ten-
ders, defaults, and proposed amendments to the 1999A Bond documents. Owners of
1999A Bonds may wish to ascertain that the nominee holding the 1999A Bonds for their benefit
has agreed to obtain and transmit notices to Owners, or in the alternative, Owners may wish to
provide their names and addresses to the registrar and request that copies of notices be provided
directly to them.
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Redemption notices shall be sent to DTC. If lessthan all of the 1999A Bonds within an issue
are being redeemed, DTC’ s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect
to 1999A Bonds. Under its usual procedures, DTC mails an Omnibus Proxy to the Authority as
soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or
voting rights to those Direct Participants to whose accounts the 1999A Bonds are credited on the
record date (identified in alisting attached to the Omnibus Proxy).

Principal and interest payments on the 1999A Bonds will be made to Cede & Co. or such
other nominee as may be requested by an authorized representative of DTC. DTC’s practice isto
credit Direct Participants accounts on DTC' sreceipt of funds and corresponding detailed informa-
tion from the Authority or Paying Agent, on payable date in accordance with their respective hold-
ings shown on DTC’ s records. Payments by Participants to Owners will be governed by standing
instructions and customary practices, asis the case with securities held for the accounts of custom-
ersin bearer form or registered in “ street name,” and will be the responsibility of such Participant
and not of DTC (nor its nominee), the Paying Agent, or the Authority, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal and interest to
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC)
isthe responsibility of the Authority or the Paying Agent, disbursement of such payments to Direct
Participants shall be the responsibility of DTC, and disbursement of such payments to the Owners
shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the
1999A Bonds at any time by giving reasonable notice to the Authority or Paying Agent. Under
such circumstances, in the event that a successor securities depository is not obtained,
1999A Bond certificates are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book—entry transfers through
DTC (or a successor securities depository). In that event, 1999A Bond certificates will be printed
and delivered.

DTC sinternet site (http://www.dtc.org) contains detailed information regarding DTC’ s pro-
gress and plans to support industry preparations for the impending date change at the end of the
decade. DTC hasinformed its Participants and other members of the financial community (the “In-
dustry”) that it has devel oped and isimplementing a program so that its Systems, as the same relate
to the timely payment of distributions (including principal and income payments) to security hold-
ers, book—entry deliveries and settlement of trades within DTC (“DTC Services’), continue to
function appropriately. This program includes a technical assessment and a remediation plan, each
of which is complete. Additionally, DTC’s plan includes a testing phase, which is expected to be
completed within appropriate time frames.

However, DTC' s ability to perform properly its servicesis also dependent upon other parties,
including but not limited to issuers and their agents, as well as third party vendors from whom
DTC licenses software and hardware, and third party vendors on whom DTC relies for information
or the provision of services, including telecommunication and electrical utility service providers,
among others. DTC has informed the Industry that it is contacting (and will continue to contact)
third party vendors from whom DTC acquires servicesto: (i) impress upon them the importance of
such services being Y ear 2000 compliant; and (ii) determine the extent of their efforts for Year
2000 remediation (and, as appropriate, testing) of their services. In addition, DTC isin the process
of developing such contingency plans as it deems appropriate.

According to DTC, the foregoing information with respect to DTC has been provided to the In-

dustry for informational purposes only and is not intended to serve as a representation, warranty or
contract modification of any kind.
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The information in this section concerning DTC and DTC’ s book—entry system has been ob-
tained from sources that the Authority believes to be reliable, but the Authority takes no responsi-
bility for the accuracy thereof.

(The remainder of this page has been intentionally |eft blank.)
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